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Office of Filings and Information Services
Securities and Exchange Commission

450 Fifth Street, N.W.

Judiciary Plaza

Washington, D.C. 20549

RE:  Filing Pursuant to Section 33 of the Investment Company A
Dear Sir or Madam:

On behalf of ING Principal Protection Fund (the “Fund”); ING Funds Distributor, LLC,
the Fund’s distributor; ING Investments, LLC, the Fund’s investment adviser; and Aeltus
Investment Management, Inc., the Fund’s investment sub-adviser, enclosed is five (5)
copies of a complaint filed by Walter Price and Heidi Hedlund, Trustees, Heidi Hedlund
and Walter Price Revokable Living Trust in the U.S. District Court for the District of
Massachusetts (Civil Action No. 03-12198 JLT). The complaint is being filed pursuant to
Section 33 of the Investment Company Act of 1940.

If you have any questions involving this filing, please contact me at 480-477-2674.

Please acknowledge receipt of this filing by date-stamping the enclosed copy of this letter
and returning it in the envelope provided.

Sincerely, ?RQCESsED
/ 1N

Huey P. Falgout, Jr.

Chief Counsel
US Legal Services

Enclosures
7337 E. Doubletree Ranch Rd. Tel.: 480.477.3000 ING Investments, LLC
Scottsdale, AZ 85258-2034 Fax: 480.477.2700

www.ingfunds.com




November 20, 2003

VIA OVERNIGHT MAIL

Office of Filings and Information Services
Securities and Exchange Commission

450 Fifth Street, N.W.

Judiciary Plaza

Washington, D.C. 20549

RE:  Filing Pursuant to Section 33 of the Investment Company Act of 1

Dear Sir or Madam:

On behalf of ING Principal Protection Fund (the “Fund”); ING Funds Distributor, LLC,
the Fund’s distributor; ING Investments, LLC, the Fund’s investment adviser; and Aeltus
Investment Management, Inc., the Fund’s investment sub-adviser, enclosed is five (3)
copies of a complaint filed by Walter Price and Heidi Hedlund, Trustees, Heidi Hedlund
and Walter Price Revokable Living Trust in the U.S. District Court for the District of
Massachusetts (Civil Action No. 03-12198 JLT). The complaint is being filed pursuant to

Section 33 of the Investment Company Act of 1940.

If you have any questions involving this filing, please contact me at 480-477-2674.

Please acknowledge receipt of this filing by date-stamping the enclosed copy of this letter

and returning it in the envelope provided.
Sincerely,

Huey P. Falgout, Jr.

Chief Counsel

US Legal Services

Enclosures

7337 E. Doubletree Ranch Rd.
Scottsdale. AZ 85258-2034
www.ingfunds.com

Tel.: 480.477.3000
Fax: 480.477.2700

ING Investments, LLC




“va. 0440 (Rev. 10/93) Summons in a Civil Action

UNITED STATES DISTRICT COURT

District of MASSACHUSETTS

WALTER PRICE AND HEIDI HEDLUND, TRUSTEES,
REVOCABLE LIVING TRUST D/T/D 12/24/00,

DERIVATIVELY ON BEHALF OF ING PRINCIPAL
PROTECTION FUND SUMMONS IN A CIVIL CASE

V.
ING DISTRIBUTOR, LLC, ET. ALS.

CASE NUMBER:

TO: (Name and address of Defendant) 03,~ l 2 1 9 Q J LT

ING INVESTMENTS, LLC
7337 EAST DOUBLETREE RANCH RD.
SCOTTSDALE, AZ 85258

i

YOU ARE HEREBY SUMMONED and required to serve upon PLAINTIFF’S ATTORNEY (name and address)

EDWARD F. HABER

SHAPIRO HABER & URMY LLP

75 STATE STREET, BOSTON, MA 02109
(617) 439-3939

an answer to the complaint which is herewith served upon you, within 20 days after service of this

* summons upon you, exclusive of the day of service. If you fail to do so, judgment by default will be taken against you for
the relief demanded in the complaint. You must also file your answer with the Clerk of this Court within a reasonable
period of time after service.

CLERK DATF

(By) DEPUTY CLERK




- A0 440 -(Rev. 10/93) Summons in a Civil Action
) ' RETURN OF SERVICE

. DATE
Service of the Summons and complaint was made by me("

NAME OF SERVER (PRINT) ‘ TITLE

Check one box below to indicate appropriate method of service

{0 Served personally upon the third-party defendant. Place where served:

O Left copies thereof at the defendant’s dwelling house or usual place of abode with a person of suitable age and
discretion then residing therein.

Name of person with whom the summons and complaint were left:

O Returned unexecuted:

O Other (specify):

STATEMENT OF SERVICE FEES

TRAVEL SERVICES , TOTAL

DECLARATION OF SERVER

1 declare under penalty of perjury under the laws of the United States of America that the foregoing information
contained in the Return of Service and Statement of Service Fees is true and correct.

- Executed on

Date Signature of Server

Address of Server

(1) As to who may serve a summons see Rule 4 of the Federal Rules of Civil Progedure.




UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

Walter Price and Heidi Hedlund,
Trustees, Heidi Hedlund and

Walter Price Revocable Living Trust
D/T/D, 12/24/00, derivatively on behalf
of ING Principal Protection Fund,
Civil Action No.
Plaintiffs,
JURY TRIAL DEMANDED

VS.

ING Funds Distributor, LLC, ING

Investments, LLC, and Aeltus

Investment Management Inc.,
Defendants, and

lNGlPrincipaI Protection Fund,

Nominal Defendant.

DERIVATIVE COMPLAINT

Plaintiffs, through their attorneys, allege upon information and belief, exceptasto the
allegations which pertain to the plaintiffs and their counsel, which are alleged upon personal
knowledge. Plaintiffs’ information and belief are based, inter alia, on the investigation made

by their attorneys.

INTRODUCTION

This is an action brought by the Plaintiffs against the Defendants, ING Funds Distributor

LLC, ING Investments, LLC, and Aeltus Investment Management Inc., derivatively on behalf




duty to the Fund and the Fund's shareholders and for violation of Section 36(b) of the
Investment Company Act of 1940 (the “Investment Company Act”), 15 U.S.C. §80a-35¢b). The
Plaintiffs allege herein that the Defendants have breached their fiduciary duty to the Fund and
its shareholders, and violated Section 36(b) of the Investment Company Act, by charging and
receiving from the Fund, Rule 12b-1 distribution fees (the “Distribution Fees”) and advisory
fees which are excessive. Plaintiffs seek recovery for the Fund, from the Defendants, the

excessive fees paid by the Fund to the Defendants.

JURISDICTION AND VENUE

1. This Court has jurisdiction over this action pursuant to Section 44 of the Investment
Company Act and 28 U.S.C. §§1331,1332,1337 and 1367. The amount in controversy
exceeds $75,000, exclusive of interest and costs.

2. This action arises under and is brought pursuant to Section 36(b) of the Investment
Company Act and the common law of the Commonwealth of Massachusetts.

3. Venue s proper in this district pursuant to Section 44 of the Investment Company Act
and 28 U.S.C. §1391(b), because the Fund is organized pursuant to Massachusetts law and
because the Defendants transact business in this district and many of the acts compiained
of herein occurred in substantial part in this district.

4. In connection with the acts alleged in this Complaint, Defendants, directly or indirectly,
usedthe means and instrumentalities of interstate commerce including, but notlimited to, the

mails and the interstate telephonic voice and data communications.




PARTIES

5. The Plaintiffs Walter Price and Heidi Hedlund are trustees of the Heidi Hedlund
and Walter Price Revocable Living Trust D/T/D 12/24/00. They are, in that capacity,
hereinafter referred to as the “Plaintiffs.” The Plaintiffs purchased 22,528 shares of the Fund
on July 5, 2001 and they have held those shares continuously to the present.

6. The Defendant, ING Investments, LLC (“ING Investments”), formerly known as ING
Pilgrim investments, LLC, is a Delaware limited liability company. Itis an “investment advisor”
to the Fund, as thatterm is defined in Section 2(a)(20) of the Investment Company Act, and
as thattermis usedin Section 36(b) of the Investment Company Act. ING Investmentsis an
indirect wholly-owned subsidiary of ING Groep N.V. (“ING Group”). Itis an “affiliated company”
and an “affiliated person” of the Defendants Aeltus Investment Management, Inc., and ING
Funds Distributor, LLC., as those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the
Investment Company Act. Itis an affiliated person of those Defendants as thattermis used
in Section 36(b) of the Investment Company Act.

7. The Defendant Aeltus Investment Management, Inc. (*Aeltus”), is a corporation
organized under the laws of the State of Connecticut. ltis an “investment advisor” to the Fund,
as that term is defined in Section 2(a)(20) of the Investment Company Act, and as thatterm
is used in Section 36(b) of the Investment Company Act. Aeltusis an indirect wholly-owned
subsidiary of ING Group. It is a “affiliated company” and an “affiliated person” of the
Defendants ING Investments and ING Funds Distributor, LLC., as those terms are defined in
Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act. ltis an affiliated person of

those Defendants as that term is used in Section 36(b) of the Investment Company Act.
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8. The Defendant, ING Funds Distributor, LLC (“ING Distributor”) is a limited liability
company. ING Distributor is an indirect wholly-owned subsidiary of ING Group. Itis an
“affiliated company” and “affiliated person” of the Defendants ING Investments and Aeltus, as
those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act.
It is an affiliated person of those Defendants as that term is used in Section 36(b) of the
Investment Company Act.

9. The Nominal Defendant, ING Principal Protection Fund (the “Fund”), (formerly known
as Pilgrim Principal Protection Fund), is part of the ING Equity Trust (the “Trust”), whichis an
open - end investment management company registered under the Investment Company Act.
ING Equity Trust is a Massachusetts business trust with at ileast 20 separate funds, one of
which is the Fund.

Facts Regarding the Fund

10.  The Fundis the first of a series of virtually identical registered open-end investment
management companies which have been formed by the Defendants and their affiliates.
Those other funds are entitied ING Principal Protection Fund Il IIl, IV, V, VI, VIland VIIl. They
are collectively referred to herein as the “Other PP Funds.” All of the Other PP Funds are part
ofthe ING Equity Trust. ING Principal Protection Fund VIII (“PP Fund Vili”) has been recently
formed and, as of the filing of this Complaint, it is in its Offering Period, when its shares are
being offered to the pubilic.

11.  The business and affairs of the ING Equity Trust and of the Fund are purportedly
managed under the direction of the ING Equity Trust Board of Trustees. There are eleven

trustees who are the members of the Trust's Board of Trustees.




12.  Twoofthose Trustees, Thomas J. Mclnerney and John G. Turner, are considered by
the Trust to be “interested persons” and hence, not independent trustees of the Trust.

13.  The other trustees of the Trust are: Paul S. Doherty, J. Michael Earley, R. Barbara
Gitenstein, Walter H. May, Jock Patton, David W.C. Putnam, Blaine E. Rieke, Roger B.
Vincentand Richard A. Wedemeyer. Those trustees have been designated by the Fund as
persons who are not aninterested person of the Trust, as defined in the Investment Company
Act, and hence, they have been designated by the Fund as independent trustees. Those

s

Trustees are hereinafter, collectively referred to as ihe Independent’ Trustees.” Theuse of
that term to refer to those trustees is based upon that designation by the Fund, and is not a
statement by Plaintiffs that those Trustees have been properly designated as independent
trustees, under the Investment Company Act.

14.  All of the trustees of the Trust identified in the two preceding paragraphs are
sometimes collectively referred to herein as the “Trustees” or the “Board of Trustees.”
15.  Forall purposes underthe Investment Company Act and SEC Rule 12b-1 promulgated
thereunder, the Board of Trustees of the Trust constitute the “board of directors” of the Trust
and the Fund as the term “board of directors” is used in the Investment Company Act and Rule
12b-1.

16.  Forall purposes underthe Investment Company Act and SEC Rule 12b-1 the Trustees
are the “directors” of the Trust and the Fund as the term “directors” is used in the Investment

Company Act and Rule 12b-1.

17. The Trustees are also the directors or trustees of all of the Other PP Funds.



18.  The“Independent” Trustees are the directors or trustees of numerous trusts which are

part of the ING mutual fund complex which trusts have a total of 114 portfolios.

SUBSTANTIVE ALLEGATIONS

The Excessive Rule 12b-1 Distribution Fees

19.  Sharesinthe Fund were offered for sale to the public pursuantto a prospectus dated
July 3,2001. Underthe terms of the offering investors could purchase shares in the Fﬁnd only
during the time period from July 5, 2001 thrbugh October 3, 2001, which time period was
referred to in the prospectus as the “Offering Phase.”

20.  The period from October 4, 2001 through October 3, 2006, is defined in the prospectus
as the “Guarantee Period.” During the Guarantee Period, no additional shares of the Fund
have been or will be sold either to the general public or to the existing shareholders of the
Fund, except forthe reinvestment of shares into the Fund of dividends received from the Fund
by current shareholders.

21.  The prospectus defines the period after October 3, 2006 as the “Index Plus LargeCap
Period.” During the Index Plus LargeCap Period, shares of the Fund will be offered, on a
continuing basis, only to existing shareholders of the Fund.

22. SECRule 12b-1 permits, subject to specified requirements, the establishment by a
registered open-end management investment company of a Rule 12b-1 plan and the entering
into by a registered open-end management company, a Rule 12b-1 agreement, which plan
and agreement provide for the payment by the registered open-end managementinvestment

company for activities which are primarily intended to result in the sale of shares issued by
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such company, including, but not necessarily limited to, advertising, compensation of
underwriters, dealers, and sales personnel, the printing and mailing of prospectuses to other
than current shareholders, and the printing and mailing of sales literature.

23.  SEC Rule 12b-1 requires that:

a. any Rule 12b-1 plan proQiding for distribution payments to be made by a registered
open-end management investment company, must be terminable at any time by a vote of a
majority of the disinterested directors of the investment company;

b. anyagreementto implementa Rule 12b-1 plan providing for distribution payments
to be made by a registered open-end management investment company, must be terminable
on 60 days notice by a vote of a majority of the disinterested directors of the investment
compény;

¢. anyRule 12b-1 plan oragreementto implement such a plan, which provides that
it shall continue in effect for more than one year, must provide that such continuance be
specifically approved, atleast annually, by a majority of the board of directors and majority of
the disinterested directofs;

d. directors of an investment company may not approve the implementation or the
continuation of a Rule 12b-1 plan, unless they conclude, in the exercise of reasonable
business judgment and in light of their fiduciary duties under state law and under Sections
36(a) and (b) of the Investment Company Act, that there is a reasonable likelihood that the

plan will benefit the investment company and its shareholders.



24.  inlightof the lack of any public sales or distribution of shares of the Fund during the
Guarantee Period, the costs incurred by the Defendant ING Distributor or any other affiliated
company of the Defendants during the Guarantee Period, for any activity which was or willbe
primarily intended to result in the sale of shares issued by the Fund during the Guarantee
Period, including, but notlimited to, advertising, compensation of underwriters, dealers, and
sales personnel, the printing and mailing of prospectuses to otherthan current shareholders,
and the printing and mailing of sales literature, have been and will continue to be de minimus.
25.  Priorto the beginning of the Offering Phase, the Fund enacted 'a plan (the “Plan”)
purportedly pursuant to Securities and Exchange Commission (“SEC”) Rule 12b-1, pursuant
to which the Fund would pay the Defendant ING Distributor an annual distribution fee (paid
monthly) equal to 1% of the net asset value of the Fund.

26.  Since the Plan was enacted prior to the sale of shares of the Fund to the public, the
Plan was not approved by a vote of a majority of the owners of a majority of the outstanding
shares of the Fund. See Rule 12b-1(b)(1).

27.  ThePlanwas approved by a unanimous vote of the Board of Trustees of the Fund and
by a unanimous vote of the “Disinterested” Trustees.

28.  Priortothe beginning of the Offering Phase, the Fund also entered into an agreement
with the Defendant ING Distributor (the “Agreement”), pursuant to the Plan and purportedly
pursuantto Rule 12b-1, pursuant to which the Fund would pay the Defendant ING Distributor
an annual distribution fee (paid monthly) equal to 1% of the net asset value of the Fund.
29. The Agreement was approved by a unanimous vote of the Board of Trustees of the

Fund and by a unanimous vote of the “Disinterested” Trustees of the Fund.
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30. ThePlan and Agreement both provide (as required by Rule 12b-1(b)(3)(i)) that they
may continue for more than one year only if they are specifically approved by a vote of the
Board of Trustees and by a vote of the “Independent” Trustees, at least annually.

31.  Oninformation and belief, the Trustees and the “Independent” Trustees, specifically
voted unanimously to continue the Plan and the Agreement, on atleast two annual occasions,
since their original approval of the Plan and the Agreement.

32.  Oninformation and belief, the Trustees, atleast quarterly since October 2001, have
received and reviewed a written report of the amount paid by the Fund to the Defendant ING
Distributor and the purposes for which such expenditures were made. The Trustees did not
vote to discontinue or terminate the Plan or the Agreement after any of those reviews.
33.  Since October4, 2001, the beginning of the Guarantee Period, to the present, the Fund
has been charged by, and has paid to, the Defendant ING Distributor, pursuant to the Plan and
the Agreement, a Distribution Fee (paid monthly) equal to 1% of the net asset value of the
Fund peryear. Duringits fiscal year ended May 31, 2002, the Fund paid the Defendant ING
Distributor approximately $3,300,000 in Distribution Fees. Duringits fiscal year ended May
31, 2003, the Fund paid the Defendant ING Distributor approximately $4,500,000 in
Distribution Fees. Plaintiffs estimate thatthe Fund, since May 31, 2003, continued to pay the
Defendant ING Distributor approximately the same periodic amounts for distribution fees as
it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that the
Fund has paid the Defendant ING Distributor approximately $4,500,000 in Distribution Fees
during the one-year period prior to the filing of this Complaint and approximately $9,000,000

in Distribution Fees since the beginning of the Guarantee Period.
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34. The Distribution Fees paid by the Fund to the Defendant ING Distributor were
excessive, because those payments materially exceeded the expenses incurred by the
Defendant ING Distributor during that time period, which expenses were incurred primarily to
result in the sale of shares issued by the Fund, including, but not limited to, advertising,
compensation of underwriters, dealers, and sales personnel, the printing and mailing of
prospectuses to other than current shareholders, and the printing and mailing of sales
literature. Infact, as explained above, those expenses of Defendant ING Distributor since the
beginning of the Guarantee Period Were de minin5u3.

35. Plaintiffs estimate that the Fund, after the filing of this Complaint, will continue to pay the
Defendant ING Distributors approximately the same periodic amounts for Distribution Fees
as it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that
the Fund will pay the Defendant ING Distributor, each month after the filing of this Complaint,
approximately $375,000 in Distribution Fees.

36. The Distribution Fees that will be paid by the Fund to the Defendant ING Distributor after
the filing of this Complaint and during the Guarantee Period will be excessive, because those
payments will materially exceed the expenses that will be incurred by the Defendant ING
Distributor after the filing of the Complaint and during the Guarantee Period, which expenses
will be incurred primarily to result in the sale of shares issued by the Fund, including, but not
" limited to, advertising, compensation of underwriters, dealers, and sales personnel, the
printing and mailing of prospectuses to otherthan current shareholders, and the printing and
mailing of sales literature. In fact, as explained above, those expenses of Defendant ING

Distributor after the filing of this Complaint and during the Guarantee Period, will be de
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minimus.

37. Inlightof the factthat no sales of Fund shares have been, orwill be, made fo the public
during the Guarantee Period, the continuation of the Fund’s Plan and the Fund’'s Agreement
with the Defendant ING Distributor, during the Guarantee Period was (and continues-to be)
without any reasonable basis because there was (and continues to be) not only no reasonable
likelihood, there was (and continues to be) in fact no likelihood, that the continuation of the
Plan and the Agreement during that time period would benefit the Fund and its shareholders.
38. Inlightof the factthat no sales of Fund shareé have been, or will be, made to the public
during the Guarantee Period, the payment by the Fund of the above referenced distribution
fees dur_ing the Guarantee Period was (and continues to be) without any reasonable basis
because there was (and continues to be) not only no reasonable likelihood, there was (and
continues to be) in fact no likelihood, that the payment by the Fund of the above referenced
distribution fees to the Defendant ING Distributors during that time period would benefit the
Fund and its shareholders.

39.  The Trustees of the Fund have a fiduciary duty to the Fund and its shareholders.
40.  Byapprovingthe Plan and the Agreement, and by approving of the continuation of(the
Plan and the Agreement during the Guarantee Period, in light of the fact that there was no
reasonable likelihood that payment by the Fund of the distribution fees set forth in the Plan and
the Agreement would benefit the Fund and its shareholders, the Trustees breached their
fiduciary duty to the Fund and its shareholders and breached their obligations under SEC Rule

12b-1(e).
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41.  Asan affiliated company of the Defendants ING Investments and Aeltus, Defendant ING

Distributor has a fiduciary duty to the Fund and its shareholders. Furthermore, as an affiliated

company of the Defendants ING Investments and Aeltus, ING Distributor is liable under Sec.

36(b)of the Investment Company Act to the Fund for excessive compensation or payments

paid to it by the Fund.

42. Bycollecting excessive distribution fees from the Fund during the Guarantee Period,

ING Distributor breached its fiduciary duty to the Fund and its shareholders and is liable for
thosé excessive distribution fees paid to it by the Fund pursuant to Sec. 36(b) of the |
Investment Company Act and the common law.

43.  Bycontinuingto collect excessive distribution fees from the Fund after the filing of this
Complaint, ING Distributor continues to breach its fiduciary duty to the Fund and its
shareholders and to violate Sec. 36(b) of the Investment Company Act.

The Excessive Management and Advisory Fees

44.  Sec. 15(a) of the Investment Company Act provides that any contract to serve as an
investment advisor of a registered investment company must:

a. specifically precisely all compensation to be paid thereunder;

b. provide that it is terminable, without cause and without penalty, on no more than
sixty days notice, by the investment company’s board of directors;

C. provide that it may continue in effect for more than two years only if its
continuance is specifically approved annually by a vote of the board of directors of the

investment company.
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45. The Fund has advisory and sub-advisory contracts wifh the Defendants ING
Investments and Aeltus which contain the provisions described in the preceding paragraph |
(the “Investment Advisory Contracts”).

46. On information and belief, the Investment Adviébry Contracts were approved by a
unanimous vote of the Trustees.

47.  Oninformation and belief, the continuation of the Investment Advisory Contracts was
app‘roved by the unanimous vote of the Trustees some time prior to July 5, 2003.

48:. The DefendantING investments, as the investment advisor for the Fund, has overall and
ultimate responsibility for the management of the Fund’s investments, pursuant to the
investment criteria set forth in the Prospectus and the governing Fund documents. The
Defendant Aeltus, as the investment sub-advisor for the Fund, has the operating responsibility
forthe management of the Fund investments, pursuant to the investment criteria set forth in
the Prospectus and the governing Fund documents. The Prospectus for the Fund describes,
atpages 2, 3 and 15, investment criteria for the Fund, during the Guarantee Period, and the
responsibilities of the Defendants ING Investments and Aeltus as the Fund’s investment
advisor and sub-advisor, respectively. Page 15 also sets forth the advisory and sub-advisory
fees to be paid by the Fund fo the Defendants, ING Investments and Aeltus. A copy of those
pages of the Prospectus forthe Fund are attached hereto as Exhibit A, and are incorporated
herein by reference.

49. Asreflected in Exhibit A, the assets of the Fund are allocated, based upon criteria

described therein, into two components, the Equity Component and the Fixed Component.
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50. Sincethe commencement of the Guarantee Period, the Defendant ING Investments
has been paid an advisory fee by the Fund of .80% of the Net Asset Value of the Fund, each
year, in payment for the advisory services described above and in Exhibit A. That .80%
advisory fee is paid on all of the Net Asset Vaiue of the Fund, without regard to whetherthose
assets are invested in the Equity Component or the Fixed Component.

51.  Since the commencement of the Guarantee Period, the Defendant Aéltus h;s been
paid a sub-advisory fee of .40% of the Net Asset Value of the Fund, each year, in payment for
the sub-advisory services described above and in Exhibit A. Aeltus’ sub-advisory fee has
been paid by ING Investments, out.of the advisory fee paid to ING Investments by the Fund.
That .40% sub-advisory fee is paid on all of the Net Asset Value of the Fund, without regard
to whether those assets are invested in the Equity Component or the Fixed Component.
52.  Asupplementdated July 22,2003, was issued to the July 3, 2001, Prospectus for the
Fund (the “Supplement”). A copy of the Supplement is attached hereto as Exhibit B and
incorporated herein by reference. The Supplement provides that under specified
circumstances, the Equity Component of the Fund'’s investments could be invested in
exchange traded funds (“ETFs"), which are passively managed investment companies traded
on a securities exchange whose goal is to track or replicate a desired index. The Supplement
did not disclose any change in any investment advisory fees paid by the Fund to the
Defendants, ING Investments and Aeltus. Accordingly, the Fund will pay the Defendant, ING
Investments, .80% of the net asset value of the Fund assets invested inthe ETFs and Aeltus
will be paid a sub-advisory fee of .40% of the net asset value of the Fund assets invested in

the ETFs.
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53. The Fund and the Other PP Funds have numerous common characteristics, and no
material differences, in the way they are organized, marketed and in the way their assets are
managed and invested. Some of those common characteristics are:

a. They are all part of the ING Equity Trust, which is an open-end investment
management company registered underthe Investment Company Act. The ING EquityTrust
is a Massachusetts business trust with at least 20 separate funds, one of which is the Fund
and seven of which are the Other PP Funds.

b.  Their shares were sold to the public only during limited time periods, called the
Offering Phase or Offering Period. Thereafter there is a Guarantee Period of five years.
During the Guarantee Period no shares will be sold to either the public or current
shareholders, exceptfor the reinvestment of dividends by current shareholders. Thereafter
there will be an Index Plus LargeCap Period, during which shares will be offered, on a
continuing basis, only to existing shareholders.

C. The investment criteria and asset allocation during each of the defined ti.me
periods —the Offering Phase, the Guarantee Period and the Index Plus LargeCap Period —
are identical or virtually identical.

d. The Defendant ING Investments is the investment advisor for all of the Other
PP Funds and its duties and responsibilities as investment advisor is identical for the Fund
and for all of the Other PP Funds.

e. The Defendant Aeltus is the investment sub-advisor for all of the Other PP
Funds and its duties and responsibilities as investment sub-advisor is identical for the Fund

and for all of the Other PP Funds.
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f. The same individual, Mary Ann Fernandez, Senior Vice President of Aeltus,
serves as strategist forthe Fund and all of the Other PP Funds. Furthermore, Ms. Fernandez
is responsible for overseeing the overall strategy of the Fund and all of the Other PP Funds
and the allocation of Fund Assets and the assets of the Other PP Funds, between the Equity
and Fixed Components.

g. The same individual, Hugh T. M. Whelan, Portfolio Manager at Aeltus, co-
manages the Equity Component of the investments of the Fund and the Equity Component of
the investments of all of the Other PP Funds.

h. The same individual, Douglas E. Cote, Portfolio Manager at Aeltus, co-
manages the Equity Component of the investments of the Fund and the Equity Corﬁponent of
the investments of all of the Other PP Funds.

i. = Thesameindividual, John Murphy, Portfolio Manager at Aeltus, manages the
Fixed Component investment of the Fund and all of the Other PP Funds.

54.  The Prospectus for the Principal Protection Fund VIl (“PP Fund VII") describes, at
pages 2, 3,and 17, investment criteria for the PP Fund VII, during the Guarantee Period, and
the responsibilities of the Defendants ING Investments and Aeltus as PP Fund VII's investment
advisor and sub-advisor, respectively. Page 17 also sets forth the advisory and sub-advisory
fees to be paid by Fund VIi to the Defendants, ING Investments and Aeltus. A Supplement,
dated June 24, 2003, to the PP Fund VIl Prospectus (the “PP Fund Vil Supplement’),
discloses the waiver, by ING Investments, of the entire .80% management fee described on
page 17 of the PP Fund VIl Prospectus. Pages 2, 3 and 17 ofthe PP Fund VIl and the PP

Fund VIl Suppiement are attached hereto as Exhibit C and are incorporated herein by
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reference.

55.  Asreflected in Exhibit C, the Defendant ING Investments is currently being paid no
annual investment advisory fee on the net asset value of the PP Fund VII. Thisis .80% less
than the investment advisory fee which ING Investments charges the Fund.

56.  Asreflected in Exhibit C, before the waiver bfthe advisory fee described in the PP
Fund VIl Supplement, Aeltus was to receive an annual sub-advisory fee during the Guarantee
Period of .36% of the net asset value of the PP Fund VII. | |

57. Asreflected in Exhibits A, B and _C, the duties and responsibilities of the Defendant
ING Investments, as investment advisor for the Fund and for PP Fund VII (which have virtually
identical investment critelria and parameters)are identica_l. Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund more of the net asset value of the
Fund'sinvestmentsin the Fixed and ETS Components than it will be ‘paid by PP Fund Vil for
identical investment advisory services.

58.  The Prospectus for the PP Fund VIII describes, at pages 2, 3 and 17, investment
criteria for the PP Fund VIII, during the Guarantee Period, and the responsibilities of the
Defendants ING Investments and Aeltus as PP Fund VIII's investment advisor and sub-advisor,
respectively. Page 17 also sets forth the advisory and sub-advisory fees to be paid by the PP
Fund VIII, the Defendants, ING Investments and Aeltus. A copy of those pages of the
Prospectus forthe PP Fund VIl are attached hereto as Exhibit D, and are incorporated herein

by reference.
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59. As reflected in Exhibit D, the Defendant ING Investments will be paid an annual
~ investment advisory fee of .80% of net asset value of the PP Fund VIl investmentin the Equity
Component of the asset allocation but ING lnvestménts will only be paid an annual investment
advisory fee of .55% of the net asset:value of the PP Fund VIl investments in the Fixed
Componentand ETS Component of the asset allocation. This s .25% of the Net Asset Value
_of the investments in the Fixed Component and the ETS Component less than the .80%
investment advisory fee which ING Investments charges the Fund for its investments inits
Fixed and ETS Components.
60. Asreflected in Exhibits A, B and D, the d_uties and responsibilities of the Defendant
ING Investments, as investment advisor for the Fund and for PP Fund VIII (which have virtually
" identicalinvestment criteria and parameters) are identical. Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund .25% more of the net asset value
of the Fund’s investments in the Fixed and ETS Components than it will be paid by PP Fund
VIil for identical investment advisory services.
61. Thosefacts demonstrate that the investment advisory fees received by Defendant ING
Investments from the Fund, and to be received after the filing of this Complaint, are excessive.
62. Astheinvestmentadvisorto the Fund, the Defendant ING investments has a fiduciary
duty to the Fund and its shareholders.
63. By collecting excessive investment advisory fees from the Fund, Defendant ING
Investments breached its fiduciary duty to the Fund and its shareholders and violated Sec.

36(b) of the Investment Company Act.
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64. By continuingto collect excessive investment management fees from the Fund after
the filing of this Complaint, Defendant ING Investments continues to breach its fiduciary duty
to the Fund and its shareholders and violate Sec. 36(b) of the Investment Company Act.
65.  Asreflected in Exhibit C, the Defendant Aeltus will be paid an annual investment sub-
advisory fee of .36% of the net asset va‘Iue of the investments of PP Fund VIl during the
Guarantee Period, if the waiver of the investment advisory fees described in the PP Fund VI
Supplement isreversed. Thiswould be ;04% less than the investment sub-advisory fee which
Aeltus receives as investment sub-advisor for the Fund.

66. Asreflected in Exhibit D, the Defendant Aeltus will be paid an annual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund Vil in the Equity
Componentand .2475% of the netassetvélue ofinvestments of the PP Fund Vlllinthe Fixed
Component. Thisis .04 % less than the investment sub-advisory fee which Aeltus receives as
investment sub-advisor forthe Fund for Equity Component investments and .1525% less than
the investment sub-advisory fee which Aeltus receives as investment sub-advisor of the Fund
for the Fund’s Fixed- Component investments.

67. Asreflectedin Exhibits A, B, Cand D, the duties and responsibilities of the Defendant
Aeltus, as investment sub-advisor forthe Fund and for PP Fund VI and Vili (all of which have
virtually identical investment criteria and parameters) are identical. Nevertheless, the
Defendant Aeltus has received, and continues to receive, more from the Fund than it will be
paid for identical investment sub-advisory services to PP Fund VIl and VIll.

68.  Those facts demonstrate thatthe investment sub-advisory fees received by Defendant

Aeltus, and to be received after the filing of this Complaint, are excessive.
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69. Asthe investmeﬁt sub-advisor to the Fund, the Defendant Aeltus has a fiduciary duty
to the Fund and its shareholders.

70.  Bycaollecting excessive investment sub-advisory fees, Defendant Aeltus breached its
fiduciary duty to the Fund and its shareholders and violated Sec. 36(b) of the Investment
Company Act.

| 71. By continuing to collect excessive investment advisory fees after the filing of this
Complaint, Defendant Aeltus continues to breach its fiduciary duty fo the Fund and its

shareholders and violate Sec. 36(b) of the Investment Company Act.

DERIVATIVE ALLEGATIONS

72.  This action is brought by the Plaintiffs derivatively, on behalf of the Fund, to recover
excessive Rule 12b-1 Distribution Fees paid by the Fund to the Defendant ING Distributor.
73.  This action is also brought by the Plaintiffs, derivatively, on behaif of the Fund to recover
excessive management or advisory fees paid by the Fund to the Defendants, ING Investments
and Aeltus.

74.  Ineachinstance, the charging of, and receiving of, excessive fees by the Defendants,
from the Fund, constituted a breach by the Defendants of their fiduciary dufyto the Fund and
violated Sec. 36(b) of the Investment Company Act.

75.  This actionis brought by the Plaintiffs, derivatively, on behalf of the Fund, pursuantto
Rule 36(b) of the Investment Company Act. Accordingly, the Plaintiffs were not required toA,
and have not, made demand upon the Trustees of the Fund to bring this action on behalf of

the Fund. See, Daily Income, Inc. v. Fox, 464 U.S. 523, 104 S.Ct. 831 (1984).
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76.  Evenifit had been required for demand to be made upon the Trustees to cause the
Fund to bring this action against the Defendants, the making of such demand in this case
would have been futile and, hence, is excused.
77. Demandupon the Trustees would have been futile because the claims asserted herein
are based upon the excessiveness of fees charged to the Fund by the Defendant pursuantto
the Plan; the Agreement and the Advisory Fee Contracts which the Trustees have specifically .. - -
voted to approve and voted to continue.
78.  Under these circumstances, each of the Trustees is deemed “interested” in the
transactions and conduct at issue, because each of the Trustees “. . . is a party to the
transactions and conduct.” 1. ALl Principal of Corporate Government: Analysis and
Recommendations Section 1.23(a)(1) (1994) as cited in Harhen v. Brown, 431 Mass. 838,
843 (2000). |
79.  There being no disinterested trustees with respect to this matter, demand on the
Trustees would be futile.
80. Thatdemand would be futile under these circumstances is reinforced by the following
conclusion in Daily Income Fund, Inc., 464 U.S. at 546 (Stevens, J., concurring):

... ademand requirement would serve no meaningful purpose

...the contract against the Fund and its investment advisor had

been expressly approved by the independent directors of the

Fund. Since the disinterested directors are required to review

and approve all advisory fees and contracts under Sec. 15ofthe

Act. . . ademand would be a futile gesture after directors have
already passed on the contract.
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COUNT |

Against the Defendant ING Distributor for Breach of Fiduciary Duty and For
Violation of Sec. 36(b) of the Investment Company Act

81. The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
82. TheDefendantING Distribufor is liable.}to the Fund for breach of its fiduciary duty to the
Fund and its shareholders and for violation of Sec. 36(b) of the Investment Company Act.
83. TheFundhas been damaged by thé Defendant ING Distributor’s breach of its fiduciary
duty to the Fund and its shareholders and by its violation of Sec. 36(b) of the Investment
Company Act, by the amount which the Defendant ING Distributor received from the Fund as
distribution fees during the Guarantee Period.

COUNT Il

Against the Defendants ING Investments and Aeitus for Breach of Fiduciary Duty
and For Violation of Sec. 36(b) of the Investment Company Act

84.  The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
85. The Defendant ING Investments and Aeltus are liable to the Fund for breach of their
fiduciary duties to the Fund-and its shareholders and for violation of Sec. 36(b) of the
Investment Company Act.

86.  The Fund has beendamaged by the breach by Defendants ING Investments and Aeltus
of their fiduciary duties to the Fund and its shareholders and by their violations of Sec. 36(b)
of the Investment Company Act, by the excessive amounts which the Defendants ING
Investments and Aeltus received and will receive as investment advisory and investment sub-

advisory fees.
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WHEREFORE: Plaintiffs pray this Honorable Court to:

A. Find the Defendants liable for breach of their fiduciary duties to the Fund and
its shareholders and for violation of Sec. 36(b) of the Investment Company Act;

B. Declare that the distribution, advisory and sub-advisory fees that have been and
continue to be charged by the Defendants are excessive;

C. Issue a permanent injunction, enjoining the Defendants from continuing to
charge the distribution, advisory and sub-advisory fees which this Court‘ﬁnds

~ to be excessive;

D. Determine and award to the Fund the amount of excessive distribution, advisory
and sub-advisory fees that the Defendants have received from the Fund;

E. Award the Plaintiffs their reasonable attorneys fees and cost§; and )

F. Any other further relief which this Court finds just and proper.

Dated: November 7, 2003

Submitted by the attorneys for the Plaintiffs,

Edward F. Haber BBJ No. 215620
Christine E. Morin BBO No. 600237
Shapiro Haber & Urmy LLP

75 State Street

Boston, MA 02109

(617) 439-3939

OF COUNSEL:
Richard J. Vita BBO No. 510260

77 Franklin Street, 3™ FI.
Boston, MA 02110
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DECLARATION

Now comes Walter Price, Trustee, Revokable Living Trust D/T/D, 12/24/00, and he

hereby deposes and says:

1. lam a Plaintiff in the action entitled Walter Price and Heidi Hedlund, Trustees,
Revokable Living Trust D/T/D, 12/24/00, derivatively on behalf of ING Principal Protection
Fund v. ING Funds Distributor, LLC, ING Investments, LLC, and Aeltus Investment
Management, Inc., defendants, and ING Principal Protection Fund, nominal defendant.

2. | have reviewed the Derivative Complaint in the action. The allegations in

paragraph five of the Complaint are true and accurate to the best of my knowledge and belief.

Signed and sworn to this 7/ ) dayof October, 2003, under the pains and penalities

of perjury.

)

Walter Price’ *
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Prospectus

July 3, 2001

Pilgrim Principal
Protection Fund
Classes A, B and C

The Offering Phase will run from July 5, 2001 through October 3,
2001. All monies to purchase shares during the Offering Phase
must be received no later than October 3, 2001.

This prospectus contains important information about investing in
the Pilgrim Principal Protection Fund. You should read it carefully
before you invest, and keep it for future reference. Please note that
your investment: is not a8 bank depasit, is not guaranteed by the
Federal Deposit Insurance Corporation (FDIC), the Federal Reserve
Board or any cther government agency and is affected by market
fluctuations. There is no guarantee that the Fund will achieve its
objective. As with all mutual funds, the U.S. Securities and
Exchange Commission (SEC) has not approved or disapproved
these securities nor has the SEC judged whether the information in
this prospectus is accurate or adequate. Any representation to the
contrary is a criminal offense.
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PILGRM PrINCIPAL PrROTECTION FUND

Adviser
ING Pilgrim Investments, LLC

Sub-Adviser

Aeltus Investment Management, Inc.

GUARANTEE
PerIOD

OBIJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while
preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE

PErRIOD @
INVESTMENT

STRATEGY

Under normal market conditions, during the Guarantee
Period the Fund's assets are allocated between an:

» Equity Component, consisting primarily of common
stocks, and a

* Fixed Component, consisting primarily of
U.S. Government securities.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
Enhanced index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s net assets in stocks included in the Standard
and Poor’s 500 Index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may aiso include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor’s Corporation (S&P).

The Sub-Adviser manages the Eguity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are invested in
proportion to their representation in the index. To
determine which stocks to weight more or less heavily, the
Sub-Adviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hoid 400 stocks and generally
holds between 400 and 450 stocks included in the

S&P 500. Although the Equity Component will not hold al!

of the stocks in the S&P 500, the Sub-Adviser expects that

2 Pilgrim Principal Protection Fund

there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets.

The Fund may use futures for hedging purposes. Futures
contracts provide for the future saie by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at any point in time, closely
resemble those of a portfolio of zero coupon bonds which
mature within one month of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- 1o
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine, on an ongoing basis, the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including, but not limited to:

» the market value of the Fund's assets as compared to
the aggregate guaranteed amount;

*» the prevailing level of interest rates;
* equity market volatility; and

* the length of time remaining until the Guarantee
Maturity Date.

The mode! will determine the initial allocation between
the Eguity Component and the Fixed Component on the
first day of the Guarantee Period and will evaluate the
allocations on a daily basis thereafter. Generally, as the
market vaiue of the Equity Component rises, more assets
are allocated to the Equity Component, and as the market
value of the Equity Component declines, more assets are
allocated to the Fixed Component.
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The model may require the Fund to have a portfoiio
turnover rate in excess of 200%. Portfoiio turnover refers
to the frequency of portfoiio transactions and the
percentage of portfolio assets being bought and soid
during the vear.

Transition Period. After the Guarantee Maturity Date,
the Fund will, in the ordinary course of its investment
activities, sell any fixed-income securities remaining in its

portfoiio and purchase stocks included in the S&P 500 and

S&P 500 futures contracts as soon as reasonably

practicable, in order to conform its holdings to the Fund's

index Plus LargeCap Period investment objective as
described later in the Prospectus.

(GUARANTEE
PERIOD
Risks

The principal risks of an investment in the Fund during
the Guarantee Period are those generaliy attributable to
stock and bond investing. The success of the Fund'’s
strategy depends on the Sub-Adviser's ability to allocate
assets between the Equity Component and the Fixed
Component and in selecting investments within each
component. Because the Fund invests in both stocks and
bonds, the Fund may underperform stock funds when
stocks are in favor and underperform bond funds when
bonds are in favor.

The risks associated with investing in stocks include
sudden and unpredictable drops in the value of the
market as a whole and periods of lackluster or negative
performance. The performance of the Equity Component
also depends significantly on the Sub-Adviser's skill in
determining which securities to overweight, underweight
or avoid altogether. ’

The principal risk associated with investing in bonds is
that interest rates may rise, which generally causes bond
prices to fall. The market value of a zero coupon bond
portfolio (which may include STRIPS) generally is more
volatiie than the market value of a portfolio of fixed
income securities with similar maturities that pay interest

periodically. With corporate bonds, there is a risk that the
issuer will default on the payment of principal or interest.

if interest rates are low (particularly at the inception of
the Guarantee Period), Fund assets may be largely
invested in the Fixed Component in order to increase the
likelihood of preserving the value of the Fund as
measured at the inception of the Guarantee Period. in
addition, if during the Guarantee Period the equity

markets experience a major decline, the Fund's assets may
become largely or entirely invested in the Fixed
Component. in fact, if the value of the Equity Component
were to decline by 30% in a single day, a comptete and
irreversible realiocation to the Fixed Component may
occur. In this circumstance, the Fund would not participate
in any subsequent recovery in the equity markets. Use of
the Fixed Component reduces the Fund’s ability to
participate as fully in upward equity market movements,
and therefore represents some loss of opportunity, or
opportunity cost, compared to a portfolio that is more
heavily invested in equities. In addition, the terms of a
Financial Guaranty Agreement executed in connection
with the Guarantee prescribes the manner in which the
Fund must be managed during the Guarantee Period.
Accordingly, the Financial Guaranty Agreement could limit
the Sub-Adviser’s ability to alter the management of the
Fund during the Guarantee Period in response to
changing market conditions.

The use of futures contracts by the Fund can amplify a
gain or loss, potentially earning or losing substantially
more money than the actual cost of the investment. In
addition, while a hedging strategy can guard against
potential risks for the Fund as a whole, it adds to the
Fund's expenses and may reduce or eliminate potential
gains. There is also a risk that a futures contract intended
as a hedge may not perform as expected.

The asset aflocation process results in additional
transaction costs such as brokerage commissions. This
process can have an adverse effect on the performance of
the Fund during periods of increased equity market
votatility. in addition, a high portfolio turnover rate,
which may also have an adverse effect on the
performance of the Fund, may increase the Fund's
transaction costs.

The asset aliocation process and sale of fixed-income
securities in connection with the transition period may -
also result in the realization of additional gains to the
Fund and may therefore also increase the tax liability of
sharehoiders. The Fund will distribute any net gains and
income to shareholders. Such distributions are taxable to
sharehoiders even if the distributions are reinvested in the
Fund.

Shares of the Fund may fall in value and you could lose
money by investing in the Fund if you redeem your
shares prior to the Guarantee Maturity Date or if you
continue to hold Fund shares after the Guarantee
Maturity Date.

For a description of additional principal risks, see “Other
Principal Risks of Investing in the Fund and "More
Information About Risks’’ later in this Prospectus.

>
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Piigrim Investments, LLC, a Delaware limited liability
company (ING Pilgrim or Adviser), serves as the investment
adviser to the Fund. ING Pilgrim has overall responsibility
for the management of the Fund. ING Pilgrim provides or
oversees all investment advisory and portfolic
management services for the Fund, and assists in
managing and supervising all aspects of the general day-
to-day business activities and operations of the Fund,
including custodial, transfer agency, dividend disbursing,
accounting, auditing, compliance and related services.

Organized in. December-1994, ING Pilgrim is registered as
an investment adviser. ING Pilgrim is an indirect wholly-
owned subsidiary of ING Groep N.V. (NYSE: ING) (ING
Group). ING Group is a global financial institution active in
the field of insurance, banking, and asset management in
more than 65 countries, with aimost 100,000 employees.

As of May 31, 2001, ING Pilgrim managed over
$18.6 billion in assets.

ING'Pilgrim's principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Piigrim is entitled to receive an
advisory fee as set forth below. The advisory fee is

expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase 0.25%
Guarantee Period 0.80%
index Plus LargeCap Period 0.60%

ING Pilgrim has engaged Aeltus Investment Management,
Inc., a Connecticut corporation {(Aeltus or Sub-Adviser), to
serve as the investment sub-adviser to the Fund's
portfolio. Aeltus is responsible for managing the assets of
the Fund in accordance with its investment objectives and
policies, subject to oversight by ING Pilgrim.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Group, and is an affiliate of ING Pilgrim. Aeltus has
acted as adviser or sub-adviser to mutual funds since 1994
and has managed institutional accounts since 1972.

As of May 31, 2001, Aeltus managed over $41 billion in
assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub-advisory
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund. '

Offering Phase 0.125%
Guarantee Period 0:40 %
Index Plus LargeCap Period 0.30 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate investment Group of Aetna Inc.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1989, Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994,

Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
quantitative equity analyst since 1996. Previously, Mr. Coté
was responsible for developing quantitative applications
for Aeltus’ equity department.

Fixed Component. The Fixed Component is managed by
a team of Aeltus fixed-income specialists.

Portfolio Management During the Index Plus
LargeCap Period

it is anticipated that Messrs. Whelan and Coté will
manage the Fund during the index Plus LargeCap Period.

\/ If you have any questions, piease call 1-800-992-0180.
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Securities Act of 1933 File No.: 333-56881
Investiment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUNDS

Supplement Dated July 22, 2003
To The Class A, B and C Prospectuses
(Dates of Which are Indicated in Parentheses)

ING Principal Protection Fund ' (July 3, 2001)
ING Principal Protection Fund II  (November 5, 2001)
ING Principal Protection Fund IIT (March 1, 2002)

ING Principal Protection Fund IV (June 7, 2002)
ING Principal Protection Fand V (October 11, 2002)

ING Principal Protection Fund VI (January 10, 2003)
ING Principal Protection Fund VII (April 15, 2003)

The section entitled “Guarantee Period Investment Strategy,” on page 2 of each Prospectus, is

amended to insert the following subsection prior to the subsection entitled “Fixed Component”
on page 2:

Investment Strategy Under Certain Market Conditions ~ In the event that the Equity
Component’s market value is $5 Million or less, in order to replicate investment in stocks
listed on the S&P 500, the Sub-Adviser may invest the entire amount of the Equity
Component’s assets in S&P 500 futures, in exchange traded funds (ETFs), or in a combination
of S&P 500 futures and ETFs, subject to any limitation on the Fund’s investments in such
securities. ETFs are passively managed investment companies traded on a securities exchange
whose goal is to track or replicate a desired index. The Sub-Adviser will not employ an
enhanced index strategy when it invests in S&P 500 futures and ETFs.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE

! Formerly named Pilgrim Principal Protection Fund.
2 Formerly named Pilgrim Principal Protection Fund II.
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Prospectus

April 13, 2003 ING Principal
Protection Fund Vi
Classes A, B and C

The Offering Period will run from May 1, 2003 through July 10,
2003. All monies to purchase shares during the Offering Period
must be received no later than July 10, 2003.

p :
“these: secuntxes nor has-the SEC Judged whemer the ifformation;in- : }
this-prospectus. is .accurate ‘or adequate: ‘Any representation: to-the
contrary is.a:criminal offense. ’




ING PrincipaL ProTECTION FUnD VII

Adviser
ING Investments, LLC

Sub-Adviser

Aeltus investment Management, Inc.

GUARANTEE
PeriOD
OBIECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while
preserving at least the principal amount of the fund as of
the inception of the Guarantee Period.

GUARANTEE
Periop
INVESTMENT
STRATEGY

G,

Principal Investment Strategies. The Fund will not
implement an “investment strategy” in any conventional
sense. Rather, the Fund's asset allocation strategy seeks to
optimize the exposure of the series to the Equity
Component while protecting Fund assets. Assets allocated
to the Equity Component may be reduced or eliminated in
order to conserve assets at a level equal to or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the following asset classes:

« During the Offering Period, the Fund's assets will be
invested in short-term instruments.

*» During the Guarantee Period, the Fund’s assets will be
allocated between the:

* Equity Component, consisting of common stocks
included in the Standard and Poor's 500 Index
{S&P 500) and futures contracts on the S&P 500; and
the

» Fixed Component, consisting primarily of short- to
intermediate-duration U.S. Government securities.

The Fund's asset allocation strategy is imptemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, allocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including the then current market
value of the Fund, the then prevailing leve! of interest
rates, eguity market volatility, the Fund's total annual
expenses, and the Maturity Date. The mode! determines

2 ING Principa! Protection Fund VI

the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any reallocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Eguity Component
declines, more assets are aliocated to the Fixed
Camponent. The amount directad to the Equity
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The allocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser wili empioy an
Enhanced index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component's net assets in stocks inciuded in the Standard
and Poor’s 500 index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may aiso include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor’'s Carporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are invested in
proportion to their representation in the Index. To
determine which stocks to weight more or less heavily, the
Sub-Aduviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hold 400 stocks and generally
holds between 400 and 450 stocks inciuded in the

S&P 500. Afthough the Equity Component will not hold all
of the stocks in the S&P 500, the Sub-Adviser expects that
there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in bath
rising and falling markets. ’

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
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Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, atany point in time, closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolio
turnover refers 1o the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After July 15, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund's Index Plus LargeCap Period investment
objective as described later in the Prospectus.

You could lose money on an investment in the Fund. All
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult

the Statement of Additional information (SAl) for a
complete list of the risks and strategies.

PRINCIPAL
GUARANTEE
PerIOD
Risks

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as

the risks of investing in stocks and bonds. Opportunity
Costs involve the likelinood that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund's ability to participate
fully in upward equity market movement.

Allocation Risk: If at the inception of, or any time
during, the Guarantee Period interest rates are low, the
fund’s assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment would be required under the Payment
Undertaking. The effect of low interest rates on the fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial aliocation of assets would
include mere fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund’s assets may become largely
invested in the Fixed Component. in fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely occur. In the event of a realiocation of 100%
of the assets to the Fixed Component, the Fund would not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund’s ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared to a portfolio
that is fully invested in equities.

Asset Allocation May Underperform Static Strategies.
The asset allocation process results in transaction costs.
Volatile periods in the market may increase these costs.
This process can have an adverse effect on the
performance of the Fund during periods of increased
equity market volatility. In addition, a high portfolio
turnover rate, which may also have an adverse effect on
the performance of the Fund, may increase the Fund's
transaction costs.

Opportunity Costs. There are substantial opportunity
costs associated with an investment in the Fund. The fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund's assets to the Fixed
Component in order to conserve Fund assets to a level
equal to or above the present value of the Payment
Undertaking.

Initially, if interest rates are low, the allocation to the
Fixed Component may be over 70% of the Fund assets. If
the market value of the Equity Component rises, the
percentage of the Fund's assets allocated to the Equity
Component generally will also rise. However, the relative
volatility of these two Components as well as the past
performance of the Fund will affect these allocations. For
exampie, if the Fund incurs early losses, the Fund may

P
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING Investments ar Adviser), serves as the investment
adviser to the Fund., ING Investments has overall
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend
disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of March 31, 2003, ING Investments managed aver
$32.5 billion in assets.

ING Investments’ principal address is 7337 Eést Doubletree
Ranch Road, Scottsdaie, Arizona 85258.

For its services, ING Investments is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period 0.25%
Guarantee Period 0.80%
Index Pius LargeCap Period 0.60%

ING Investments has engaged Aeltus investment
Management, Inc., a Cennecticut corporation {Aeltus or
Sub-Adviser), to serve as the investment sub-adviser to the
Fund's portfolio. Aeltus is responsible for managing the
assets of the Fund in accordance with its investment
objectives and policies, subject to oversight by ING
Investments.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Groep N.V., and is an affiliate of ING investments.
Aeltus has acted as adviser or sub-adviser to mutual funds
since 1994 and has managed institutional accounts since
1972.

As of March 31, 2003, Aeltus managed over $38.1 biflion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitied to receive a sub-advisory
fee as set forth betow. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period 0.36%
Index Plus LargeCap Period 0.27%

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Asetna Inc.
Equity Component. Hugh T. M. Whelan, Portfotio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1984,

Dougtas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
quantitative equity analyst since 1996. Previously, Mr. Cote
was responsible for developing guantitative applications
for Aeltus’ equity department.

Fixed Component. John Murphy is a Portfolio Manager
for the ING Aeltus mortgage separate accounts and the
Fixed Component. In 1986, he joined Aeltus and has
served as a quantitative analyst and assistant portfolio
manager of fixed income investments. He is a Chartered
Financial Analyst.

If you have any quesuions, piease call 1.800-992-0180.

Management of the Fund 17
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUND
Supplement Dated June 24, 2003
To The Class A, B and C Prospectus
ING Principal Protection Fund VII
Dated April 15,2003

The following amends the Section entitled "What You Pay to Invest" on page 7 as well
as the information regarding advisory, sub-advisory and administrative fees noted on
page 17.

ING Investments has agreed to modify the Expense Limitation Agreement to waive the
Management Fee, during all or a portion of the Guarantee Period, so that the Fund will have
Net Expenses on an annual basis of 0.95% for Class A shares, and 1.70% for Class B and C
shares. This action was taken because, in the current interest rate environment, the allocation
formula would permit little or no allocation to the Equity Component of the Fund under the
fee schedule outlined on page 7. The portion of the Fund's assets aliocated to equity securities
does not affect the Guaranteed Amount but does impact the extent to which the fund offers

the potential to participate in equity markets. The Expense Limitation Agreement may be
modified during the Guarantee Period to reinstate some or all of the fees upon approval of the
Fund’s Board of Trustees.

There 1s no assurance as to the allocation of Fund assets to the Equity Component. If interest
rates on the types of securities included in the Fixed Component continue to decline or the
market value of the Equity Component declines, the allocation to the Equity Component may
decline from its initial position, or be eliminated altogether, and the Fund would not
participate in any increases or decreases in the equity market after that time. The asset
allocation does not affect the Payment Undertaking of the Fund, nor does it affect the
Guaranteed Amount. However it will determine the allocation of Fund assets invested in the
Equity Component and the ability of the Fund to participate in the equity market.

The following amends all references to the following dates in the Prospectus: Offering
Period, Quiet Period, Guarantee Period, Guarantee Maturity Date and Index Plus
LargeCap Period:

The Offering Period of the Fund will close on June 24, 2003. Therefore, all other related
dates have been accelerated as outlined below:

Offering Period May 1, 2003 to June 24, 2003
Quiet Period June 25, 2003 to June 29, 2003
Guarantee Period June 30, 2003 to June 26, 2008
Guarantee Maturity Date June 26, 2008

Index Plus LargeCap Period Begins June 27, 2008

PPF7ABCSUP062403-062403
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Prospectus

September 3, 2003

Classes A, B and C

The Offering Period will run from October 1, 2003 through
December 15, 2003. All monies to purchase shares during the
Offering Period must be received no later than December 15, 2003.
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ING Principal ProTECTION FUND VI

Adviser
ING Investments, LLC

Sub-Adviser

Aeltus Investment Management, inc.

GUARANTEE
PeriOD
OBIJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorablie eguity market conditions while

preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PeriOD
INVESTMENT
STRATEGY

9

Principal Investment Strategies. The Fund will not
implement an "investment strategy” in any conventional
sense. Rather, the Fund's asset allocation strategy seeks to
optimize the exposure of the Fund to the Equity
Component while protecting Fund assets. Assets allocated
to the Eguity Component may be reduced or eliminated in
order 1o conserve assets at a level equal 10 or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the following asset classes:

» During the Offering Period, the Fund's assets will be
invested in short-term instruments.

+ During the Guarantee Period, the Fund's assets will be
allocated berween the:

= Equity Component, consisting primarily of common
stocks included in the Standard and Pocr's 500
Composite Stock Price index (S&P 500), and futures
contracts on the S&P 500; and the

» Fixed Compaonent, consisting primarily of short- to
intermediate-duration U.5. Government securities.

The Fund's asset allocation strategy is implemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Conseguently, there can be no assurance as to the
percentage of assets, If any, allocated to the Eguity
Component, or to any investment returns generated by
the Fund.

Asset Aliocation — the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaiuates a
number of factors, including the then current market
value of the fund, the then prevailing level of interest
rates, equity market volatility, the Fund’s tctal annuat
expenses, and the Maturity Date. The model determines

2 ING Principal Protection Fund Vil

the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any realiocations on 3
daily basis thereafter. Generaily, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The allocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
enhanced index strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s nat assets in stocks included in the S&P 500,
although the weightings of the stocks will vary somewhat
from their respective weightings in the S&P 500, as
described below. The S&P 500 is & stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting {or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are generally
invested in proportion to their representation in the
index. To determine which stocks to weight more or less
heavily, the Sub-Adviser uses internally developed
quantitative computer models to evaluate various criteria,
such as the financial strength of each company and its
potential for strong, sustained earnings growth. it is
expected that at any one time the Equity Component will
hold at least 400 stocks and generally will hold between
400 and 450 stocks included in the S&P 500. Although the
Equity Component will not hold all of the stocks in the
S&P 500, the Sub-Adviser expects that there will be a close
correlation between the performance of the Equity
Component and that of the S&P 500 in both rising and
falling markets.

Under normal market conditions, up to 20% of the Equity
Component’s net assets may be invested in futures
contracts for hedging purposes or to maintain liquidity to
meet sharehotder redemptions and minimize trading costs.
Futures contracts provide for the future sale by one party
and purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
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specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and futures contracts on U.S,
Treasury securities.

Investment Strategy Under Certain Market Conditions —
in the event that the Equity Component’s market vailue is
$5 Million or less, in order 1o replicate investment in
stocks listed on the S&P 500, the Sub-Adviser may invest
the entire amount of the £quity Component’s assets in
S&P 500 futures, in exchange traded funds (ETFs), or in 2
combination of S&P 500 futures and ETFs, subject to any
limitation on the Fund's investments in such securities.
ETFs are passively managed investment companies traded
on a securities exchange whose goal is to track or
replicate a desired index. The Sub-Adviser will not employ
an enhanced index strategy when it invests in S&P 500
futures and ETFs.

Fixed Component — the Sub-Adviser iooks to select
- investments for the Fixed Component with financial
characteristics that will, at any point in time,.closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered Interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also inciude corporate bonds ratad
AA~ or higher by S&P and/or Aa3 or higher by Moody's
investors Service, Inc.,, futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfoiio
turnover reters to the frequency of portfolio transactions
and the percentage of portfolic assets being bought and
sold during the year.

Transition Period. After December 22, 2008 {(Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks inciuded in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its hoidings to
the Fund’s index Plus LargeCap Period investment
objective as described iater in the Prospectus.

PrINCIPAL
GUARANTEE
PerIOD
Risks

£

You could lose money on an investment in the Fund. All
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult
the Statement of Additional Information (SAI) for a
complete list of the risks and strategies.

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as
the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihcod that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund's ability to participate
fully in upward equity market movement.

Allocation Risk: 1f at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund's assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment would be reguired under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets would
include more fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund’s assets may become largely
invested in the Fixed Component. In fact, if the vaiue of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely occur. in the event of a reallocation of 100%
of the assets to the Fixed Component, the Fund wouid not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund’s ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared-to a portfolio
that is fully invested.in equities.

Opportunity Costs. There are substantial opportunity

- costs associated with an investment in the Fund. The Fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund’s assets to the Fixed
Component in order to conserve Fund assets to a level
equal to or above the present value of the Payment
Undertaking.

initially, if interest rates are iow, the aliocation to the
Fixed Component may be over 70% of the Fund assets. If
the market vaiue of the Equity Component rises, the

@ it you have any questions, piease call 1-800-892-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING investments or Adviser), serves as the investment
adviser to the Fund. ING Investments has overall
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend
disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING Investments is
registered as an investment agdviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employess.

As of July 31, 2003, ING Investments managed over
$34.4 billion in assets.

ING Investments’ principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Investments is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period 0.25%
Guarantee Period
— Equity Component 0.80%
— Fixed Component 0.55%
~ ETF Strategy 0.55%
Index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus Investment
Management, Inc, a Connecticut corporation (ING Aeltus
or Sub-Adviser), to serve as the investment sub-adviser to
the Fund’s portfolio. ING Aeltus is responsible for
managing the assets of the Fund in accordance with its
investment objectives and policies, subject to oversight by
ING Investments.

Founded in 1972, ING Aeltus is registered as an investment
adviser. ING Aeltus is an indirect wholly-owned subsidiary
of ING Groep N.V, and is an affiliate of ING Investments.
ING Aeltus has acted as adviser or sub-adviser to mutua!
funds since 1994 and has managed institutional accounts
since 1972,

As of July 31, 2003, ING Aeitus managed over $41 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, ING Aeltus is entitied to receive a sub-
advisory fee as set forth below. The sub-advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund and is paid by the Adviser.

Offering Phase and Quiet Period
Guarantee Period
— Equity Component 036 %

0.1125%

— Fixed Component 0.2475%
— ETF Strategy 0.2475%
index Plus LargeCap Period 027 %

Portfolic Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, ING Aeltus, serves as strategist for the Fund and
is responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined ING Aeltus in 1996 as
Vice President of product development and is currently
serving as a Portfolio Specialist, assisting in the management
and marketing of certain equity strategies managed by ING
Aeltus.

Equity Component. Hugh T. M. Whelan, Portfolic
Manager, ING Aeitus, co-manages the Eguity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in ING Aeltus’ fixed income group since 1894,

Douglas E. Coté, Portfolio Manager, ING Aeltus, co-
manages the Equity Component. Mr. Coté has been
serving as a quantitative equity analyst since 1996.
Previously, Mr. Coté was responsible for developing
quantitative applications. for ING Aeltus’ equity
department.

Fixed Component. The Fixed Component is managed by
a team of fixed-income specialists led by James B.
Kauffmann. Mr. Kauffmann joined ING Groep N.V. in 1956
and has over 17 years of experience. Prior to joining ING -
Groep N.V. he spent four years at Alfa investments Inc,,
where he was senior fixed income portfolio manager.
Additionally, he has worked in the capital markets group
of a major Wall Street dealer and served as an analyst
with a venture capital fund.

Portfolio Management During the index Plus
LargeCap Period

It is anticipated that Messrs. Wheian and Coté will
manage the Fund during the Index Plus LargeCap Period.

f\§3 It you have any questions, piease call 1-800-992.0180.
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“na. 0440 (Rev. 10/93) Summons in a Civil Action

UNITED STATES DISTRICT COURT

District of MASSACHUSETTS

WALTER PRICE AND HEIDI HEDLUND, TRUSTEES,

REVOCABLE LIVING TRUST D/T/D 12/24/00,

DERIVATIVELY ON BEHALF OF ING PRINCIPAL

P CTION 3y SUMMONS IN A CIVIL CASE

ING DISTRIBUTOR, LLC, ET. ALS.

CASE NUMBER:

TO: (Namcandaddmsof.Dcfcndam) 03’“ 1 2 1 9 g ':ILT

ING INVESTMENTS, LLC
7337 EAST DOUBLETREE RANCH RD.
SCOTTSDALE, AZ 85258

I

YOU ARE HEREBY SUMMONED and required to serve upon PLAINTIFF’S ATTORNEY (name and address)

EDWARD F. HABER

SHAPTRO HABER & URMY LLP

75 STATE STREET, BOSTON, MA 02109
(617) 439-3939 -

an answer to the complaint which is herewith served upon you, within 20 days after service of this

" summons upon you, exclusive of the day of service. If you fail to do so, judgment by default will be taken against you for
the relief demanded in the complaint. You must also file your answer with the Clerk of this Court within a reasonable

period of time after service.

DATF




QA0 440 (Rev. 10/93) Summons in‘a Civiriitiisn

<,

RETURN OF SERVICE R
o - . '|DATE
Service of the Summons and complaint was made by me® 7.3
NAME OF SERVER (PRINT) TE

Check one box below to indicate appropriate method of service

(O Served personally upon the third-party defendant. Place where served:

O Left copies thereof at the defendant’s dwelling house or usual place of abode with a person of suitable age and

discretion then residing therein.

Name of person with whom the summons and complaint were left:

[0 Returned unexecuted:

0O Other (specify):

STATEMENT OF SERVICE FEES

TRAVEL

SERVICES

TOTAL

DECLARATION OF SERVER

[ deciare under penalty of perjury under the laws of the United States of America that the foregoing information

contained in the Return of Service and Statement of Service Fees is true and correct.

- Executed on

Date

Signarture of Server

Address of Server

(1) As to-who may serve a summons see Rule 4 of the Federal Rules of Civil Progedure.




UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

Walter Price and Heidi Hedlund,
Trustees, Heidi Hedlund and

Walter Price Revocable Living Trust
D/TID, 12/24/00, derivatively on behalf
of ING Principal Protection Fund,
Civil Action No.
Plaintiffs,
JURY TRIAL DEMANDED

VS.

ING Funds Distributor, LLC, ING
Investments, LLC, and Aeltus
Investment Management Inc.,

Defendants, and

ING Principal Protection Fund,

Nominal Defendant.

DERIVATIVE COMPLAINT

Plaintiffs, through their attorneys, allege upon information and belief, exceptas to the
allegations which pertain to the plaintiffs and their counsel, which are alleged upon personal
knowledge. Plaintiffs’ information and belief are based, inter alia, on the investigation made

by their attorneys.

INTRODUCTION

This is an action brought by the Plaintiffs against the Defendants, ING Funds Distributor

LLC, ING Investments, LLC, and Aeltus Investment Management Inc., derivatively on behalf




duty to the Fund and the Fund'’s sharehoiders and for violation of Section 36(b) of the
Investment Company Act of 1940 (the “Investment Company Act’), 15 U.S.C. §80a-35(b). The
Plaintiffs allege herein thatthe Defendants have breached their fiduciary duty to the Fund and
its shareholders, and violated Section 36(b) of the Investment Company Act, by charging and
receiving from the Fund, Rule 12b-1 distribution fees (the "Distribution Fees”) and advisory
fees which are excessive. Plaintiffs seek recovery for the Fund, from the Defendants, the

excessive fees paid by the Fund to the Defendants.

JURISDICTION AND VENUE

1. This Court has jurisdiction over this action pursuant to Section 44 of the Investment
Company Act and 28 U.S.C. §§1331,1332,1337 and 1367. The amount in controversy
exceeds $75,000, exclusive of interest and costs.

2. This action arises under and is brought pursuant to Section 36(b) of the Investment
Company Act and the common law of the Commonwealth of Massachusetts.

3. Venue is proper in this district pursuant to Section 44 of the Investment Company Act
and 28 U.S.C. §1391(b), because the Fund is organized pursuant to Massachusetts law and
because the Defendants transact business in this district and many of the acts complained
of herein occurred in substantial part in this district.

4, In connection with the acts alleged in this Complaint, Defendants, directly or indirectly,
used the means and instrumentalities of interstate commerce including, but not limited to, the

mails and the interstate telephonic voice and data communications.




PARTIES

5. The Plaintiffs Walter Price and Heidi Hedlund are trustees of the Heidi Hedlund
and Walter Price Revocable Living Trust D/T/D 12/24/00. They are, in that capacity,
hereinafter referred to as the “Plaintiffs.” The Plaintiffs purchased 22,528 shares of the Fund
on July 5, 2001 and they have held those shares continuously to the present.

6. The Defendant, ING Investments, LLC (“ING Investments”), formerly known és ING
Pilgrim Investments, LLC, is a Delaware limited liability company. Itis an “investment advisor”
to the Fund, as thatterm is defined in Section 2(a)(20) of the Investment Company Act, and
asthattermis used in Section 36(b) of the Investment Company Act. ING Investmentsis an
indirect wholly-owned subsidiary of ING Groep N.V. (“ING Group”). Itis an “affiliated company”
and an “affiliated person” of the Defendants Aeltus Investment Management, Inc., and ING
Funds Distributor, LLC., as those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the
Investment Company Act. Itis an affiliated person of those Defendants as that term is used
in Section 36(b) of the Investment Company Act.

7. The Defendant Aeltus Investment Management, Inc. (“Aeltus”), is a corporation
organized under the laws of the State of Connecticut. Itis an “investment advisor” to the Fund,
as that term is defined in Section 2(a)(20) of the Investment Company Act, and as thatterm
is used in Section 36(b) of the Investment Company Act. Aeltus is an indirect wholly-owned
subsidiary of ING Group. It is a “affiliated company” and an “affiliated person” of the
Defendants ING Investments and ING Funds Distributor, LLC., as those terms are defined in
Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act. Itis an affiliated person of

those Defendants as that term is used in Section 36(b) of the Investment Company Act.
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A8. The Defendant, ING Funds Distributor, LLC (“ING bistributor”) is a limited liaf)ility;
company. ING Distributor is an indirect wholly-owned subsidiary of ING Group. ltis an
“affiliated company” and “affiliated person” of the Defendants ING Investments and Aeltus, as
those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act.
It is an affiliated person of those Defendants as that term is used in Section 36(b) of the
Investment Company Act.

8. The Nominal Defendant, ING Principal Protection Fund (the “Fund”), (formerly known
as Pilgrim Principal Protection Fund), is part of the ING Equity Trust (the “Trust”), whichis an
open - end investment management company registered underthe Investment Company Act.
ING Equity Trust is a Massachusetts business trust with at ieast 20 separate funds, one of
which is the Fund.

Facts Regarding the Fund

10.  The Fund is the first of a series of virtually identical registered open-end investment
management companies which have been formed by the Defendants and their affiliates.
Those other funds are entitled ING Principal Protection Fund I, 11, 1V, V, VI, Viland VIII. They
are collectively referred to herein as the “Other PP Funds.” Ali of the Other PP Funds are part
ofthe ING Equity Trust. ING Principal Protection Fund VIl (‘PP Fund VIII") has been recently
formed and, as of the filing of this Complaint, it is in its Offering Period, when its shares are
being offered to the public.

11.  The business and affairs of the ING Equity Trust and of the Fund are purportedly
managed under the direction of the ING Equity Trust Board of Trustees. There are eleven

trustees who are the members of the Trust's Board of Trustees.
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12.  Twoofthose Trustees, Thorﬁés J.Mclnerneyand John G. Turner, are bonsidered by
the Trust to be “interested persons” and hence, not independent trustees of the Trust.
13.  The other trustees of the Trust are: Paul S. Doherty, J. Michael Earley, R. Barbara
Gitenstein, Walter H. May, Jock Patton, David W.C. Putnam, Blaine E. Rieke, Roger B.
Vincentand Richard A. Wedemeyer. Those trustees have been designated by the Fund as
persons who are not an interested person of the Trust, as defined inthe Investment Company
Act, and hence, they have been designated by the Fund as independent trustees. Those
Trustees are hereinafter, collectively referred to asthe “Independent’ Trustees.” The use of
that term to refer to those trustees is based upon that designation by the Fund, and is not a
statement by Plaintiffs that those Trustees have been properly designated as independent
trustees, under the Investment Company Act.

14.  All of the trustees of the Trust identified in the two preceding paragraphs are
sometimes collectively referred to herein as the “Trustees” or the “Board of Trustees.”
15.  Forall purposes underthe Investment Company Act and SEC Rule 12b-1 promulgated
thereunder, the Board of Trustees of the Trust constitute the “board of directors” of the Trust
and the Fund as the term “board of directors” is used in the Investment Company Actand Rule
12b-1.

16.  Forall purposes underthe Investment Company Act and SEC Rule 12b-1 the Trustees
are the “directors” of the Trust and the Fund as the term “directors” is used in the Investment
Company Act and Rule 12b-1.

17.  The Trustees are also the directors or trustees of all of the Other PP Funds.




18.  The“Independent” Trustees are the directors or trustees of numerous trusts which are

part of the ING mutual fund complex which trusts have a total of 114 portfolios.

SUBSTANTIVE ALLEGATIONS

The Excessive Ruie 12b-1 Distribution Fees

19.  Sharesinthe Fund were offered for sale to the public pursuant to a prospectus dated
July 3,2001. Underthe terms of the offering investors could purchase shares in the Fund only
during the time period from July 5, 2001 through October 3, 2001, which time period was
referred to in the prospectus as the “Offering Phase.”

20.  The period from October4, 2001 through October 3, 2006, is defined in the prospectus
as the “Guarantee Period.” During the Guarantee Period, no additional shares of the Fund
have been or will be sold either to the general public or to the existing shareholders of the
Fund, except forthe reinvestment of shares into the Fund of dividends received from the Fund
by current shareholders.

21.  The prospectus defines the period after October 3, 2006 as the “Index Plus LargeCap
Period.” During the index Plus LargeCap Period, shares of the Fund will be offered, on a
continuing basis, only to existing shareholders of the Fund.

22.  SEC Rule 12b-1 permits, subject to specified requirements, the establishment by a
registered open-end management investment company of a Rule 12b-1 plan and the entering
into by a registered open-end management company, a Rule 12b-1 agreement, which plan
and agreement provide for the payment by the registered open-end management investment

company for activities which are primarily intended to result in the sale of shares issued by
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such company, including, but not necessarily limited to, advertising, compensation of
underwriters, dealers, and sales personnel, the printing and mailing of prospectuses to other
than current shareholders, and the printing and mailing of sales literature.

23. SEC Rule 12b-1 requires that:

a. anyRule 12b-1 plan proQiding for distribution payments to be made by a registered
open-end management investment company, must be terminable at any time by a vote ofa
majority of the disinterested directors of the investment company;

b. anyagreementto implementa Rule 12b-1 plan providing for distribution payments
to be made by a registered open-end management investment company, must be terminable
on 60 days notice by a vote of a majority of the disinterested directors of the investment
combany;

c. anyRule 12b-1 plan or agreement to implement such a plan, which provides that
it shall continue in effect for more than one year, must provide that such continuance be
specifically approved, atleast annually, by a majority of the board of directors and majority of
the disinterested directofs;

d. directors of aninvestment company may not approve the implementation or the
continuation of a Rule 12b-1 plan, unless they conclude, in the exercise of reasonable
business judgment and in light of their fiduciary duties under state law and under Sections
36(a) and (b) of the Investment Company Act, that there is a reasonabile likelihood that the

plan will benefit the investment company and its shareholders.




24.  Inlight of the lack of any public sales or distribution of shares of tﬁe Fund during the
Guarantee Period, the costs incurred by the Defendant ING Distributor or any other affiliated
company of the Defendants during the Guarantee Period, for any activity which was or will be
primarily intended to result in the sale of shares issued by the Fund during the Guarantee
Period, including, but not limited to, advertising, compensation of underwriters, dealers, and
sales personnel, the printing and mailing of prospectuses to otherthan current shareholders,
and the printing and mailing of sales literature, have been and will continue to be de minimus.
25. Prior to the beginning of the Offering Phase, the Fund enacted a plan (the “Plan”)
purportedly pursuant to Securities and Exchange Commission (‘SEC”)Rule 12b-1, pursuant
to which the Fund would pay the Defendant ING Distributor an annual distribution fee (paid
monthly) equal to 1% of the net asset value of the Fund.

26.  Since the Plan was enacted prior to the sale of shares of the Fund to the public, the
Plan was not approved by a vote of a majority of the owners of a majority of the outstanding
shares of the Fund. See Rule 12b-1(b)(1).

27.  ThePlanwas approved by a unanimous vote of the Board of Trustees of the Fund and
by a unanimous vote of the “Disinterested” Trustees.

28.  Priortothe beginning of the Offering Phase, the Fund also entered into an agreement
with the Defendant ING Distributor (the “Agreement”), pursuant to the Plan and purportedly
pursuantto Rule 12b-1, pursuantto which the Fund would pay the Defendant ING Distributor
an annual distribution fee (paid monthly) equal to 1% of the net asset value of the Fund.
29. The Agreement was approved by a unanimous vote of the Board of Trustees of the

Fund and by a unanimous vote of the “Disinterested” Trustees of the Fund.
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30. The Plan and Agreement both provide (as required by Rule 12b-1(b)(3)(i)) that they
may continue for more than one year only if they are specifically approved by a vote of the
Board of Trustees and by a vote of the “Independent” Trustees, at least annually.

31.  Oninformation and belief, the Trustees and the “Independent” Trustees, specifically
voted unanimously to continue the Plan and the Agreement, on atleast two annual occasions,
since their original approval of the Plan and the Agreement.

32. Oninformation and belief, the Trustees, at least quarterly since October 2001, have
received and reviewed a written report offhe amount paid by the Fund to the Defendant ING
Distributor and the purposes for which such expenditures were made. The Trustees did not
vote to discontinue or terminate the Plan or the Agreement after any of those reviews.
33.  Since October4, 2001, the beginning of the Guarantee Period, to the present, the Fund
has been charged by, and has paid to, the Defendant ING Distributor, p'ursuantto the Plan and
the Agreement, a Distribution Fee (paid monthly) equal to 1% of the net asset value of the
Fund peryear. During its fiscal year ended May 31, 2002, the Fund paid the Defendant ING
Distributor approximately $3,300,000 in Distribution Fees. Duringits fiscal year ended May
31, 2003, the Fund paid the Defendant ING Distributor approximately $4,500,000 in
Distribution Fees. Plaintiffs estimate thatthe Fund, since May 31, 2003, continued to pay the
Defendant ING Distributor approximately the same periodic amounts for distribution fees as
itdid during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that the
Fund has paid the Defendant ING Distributor approximately $4,500,000 in Distribution Fees
during the one-year period prior to the filing of this Complaint and approximately $3,000,000

in Distribution Fees since the beginning of the Guarantee Period.
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34.  The Distribution Fees paid by the Fund to the Defendant ING Distributor we.ré
excessive, because those payments materially exceeded the expenses incurred by the
Defendant ING Distributor during that time period, which expenses were incurred primarily to
result in the sale of shares issued by the Fund, including, but not limited to, advertising,
compensation of underwriters, dealers, and sales personnel, the printing and mailing of
prospectuses to other than current shareholders, and the printing and mailing of sales
literature. In fact, as explained above, those expenses of Defendant ING Distributor since the
beginning of the Guarantee Period were de minimus.

35. Plaintiffs estimate that the Fund, after the filing of this Complaint, will continue to pay the
Defendant ING Distributors approximately the same periodic amounts for Distribution Fees
as it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that
the Fund will pay the Defendant ING Distributor, each month after the filing of this Complaint,
approximately $375,000 in Distribution Fees.

36. The Distribution Fees thatwill be paid by the Fund to the Defendant ING Distributor after
the filing of this Complaint and during the Guarantee Period will be excessive, because those
payments will materially exceed the expenses that will be incurred by the Defendant ING
Distributor after the filing of the Complaint and during the Guarantee Period, which expenses
will be incurred primarily to result in the sale of shares issued by the Fund, including, but not
~ limited to, advertising, compensation of underwriters, dealers, and sales personnel, the
printing and mailing of prospectuses to otherthan current shareholders, and the printing and
mailing of sales literature. In fact, as explained above, those expenses of Defendant ING

Distributor after the filing of this Complaint and during the Guarantee Period, will be de
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minimus.

37. Inlightofthe factthat no sales of Fund shares have been, orwillbe, made fo the public
during the Guarantee Period, the continuation of the Fund’s Plan and the Fund’'s Agreement
with the Defendant ING Distributor, during the Guarantee Period was (and continues-to be)
without any reasonable basis because there was (and continues to be) not only no reasonable
likelihood, there was (and continues to be) in fact no likelihood, that the continuation of the
Plan and the Agreement during that time period would benefit the Fund and its shareholders.
38. Inlightofthe factthat no sales of Fund shares have been, or will be, made to the public
during the Guarantee Period, the payment by the Fund of the above referenced distribution
fees dur_ing the Guarantee Period was (and continues to be) without any reasonable basis
because there was (and continues to be) not only no reasonable likelihood, there was (and
continues to be) in fact no likelihood, that the payment by the Fund of the above referenced
distribution fees to the Defendant ING Distributors during that time period would benefit the
Fund and its shareholders.

39. The Trustees of the Fund have a fiduciary duty to the Fund and its shareholders.
40.  Byapproving the Plan and the Agreement, and by approving of the continuaticn oflthe
Plan and the Agreement during the Guarantee Period, in light of the fact that there was no
reasonable likelihood that payment by the Fund of the distribution fees set forth in the Plan and
the Agreement would benefit the Fund and its shareholders, the Trustees breached their
fiduciary duty to the Fund and its shareholders and breached their obligations under SEC Rule

12b-1(e).
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41.  Asanaffiliated company of the Defendants ING Investments and Aeltus, Defendant ING
Distributor has a fiduciary duty to the Fund and its shareholders. Furthermore, as an affiliated
company of the Defendants ING Investments and Aeltus, ING Distributor is liable under Sec.
36(b)ofthe Investment Company Act to the Fund for excessive compensation or payments
paid to it by the Fund.

42.  Bycollecting excessive distribution fees from the Fund during the Guarantee Period,
ING Distributor breached its fiduciary duty to the Fund and.its shareholders and is liable for
those excessive distribution fees paid to it by the Fund pursuant to Sec.v 36(b) of the |
Investment Company Act and the common law.

43.  Bycontinuing to collect excessive distribution fees from the Fund after the filing of this
Complaint, ING Distributor continues to breach its fiduciary duty to the Fund and its
shareholders and to violate Sec. 36(b) of the Investment Company Act.

The Excessive Management and Advisory Fees

44.  Sec. 15(a) of the Investment Company Act provides that any contract to serve as an
investment advisor of a registered investment company must:

a. specifically precisely all compensation to be paid thereunder,

b. provide that it is terminable, without cause and without penalty, on no more than
sixty days notice, by the investment company’s board of directors;

C. provide that it may continue in effect for more than two years only if its
continuance is specifically approved annually by a vote of the board of directors of the

~ investment company.
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45. The Fund has advisory and sub-advisory contracts with the Defendants ING
Investments and Aeltus which contain the provisions described in the preceding paragraph
(the “Investment Advisory Contracts”).

46. On information and belief, the Investment Advigbry Contracts were approved by a
unanimous vote of the Trustees.

47.  Oninformation and belief, the continuation of the Investment Advisory Contracts was
approved by the unanimous vote of the Trustees some time prior to July 5, 2003.

48. The DefendantING Investments, as the investment advisor for the Fund, has overall and
ultimate responsibility for the management of the Fund’s investments, pursuant to the
investment criteria set forth in the Prospectus and the governing Fund documents. The
Defendant Aeltus, as the investment sub-advisor forthe Fund, has the operating responsibility
for the management of the Fund investments, pursuant to the investment criteria setforth in
the Prospectus and the governing Fund documents. The Prospectus for the Fund describes,
atpages 2, 3 and 15, investment criteria for the Fund, during the Guarantee Period, and the
responsibilities of the Defendants ING Investments and Aeltus as the Fund’s investment
advisorand sub-advisor, respectively. Page 15 also sets forth the advisory and sub-advisory
feesto be paid by the Fund t;) the Defendants, ING Investments and Aeltds. A copy of those
pages of the Prospectus for the Fund are attached hereto as Exhibit A, and are incorporated
herein by reference.

49. As reflected in Exhibit A, the assets of the Fund are allocated, based upon criteria

described therein, into two components, the Equity Component and the Fixed Component.
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50.  Since the commencement of the Guarantee Period, the Defendant ING Investments
has been paid an advisory fee by the Fund of .80% of the Net Asset Vaiue of the Fund, each
year, in payment for the advisory services described above and in Exhibit A. That .80%
advisory fee is paid on all of the Net Asset Value of the Fund, without regard to whetherthose
assets are invested in the Equity Component or the Fixed Component.

51.  Since the commencement of the Guarantee Period, the Defendant Aéltus hés been
paid a sub-advisory fee of .40% of the Net Asset Value of the Fund, each year, in payment for
the sub-advisory services described above and in Exhibit A. Aeltus’ sub-advisory fee has
been paid by ING Investments, out of the advisory fee paid to ING Investments by the Fund.
That .40% sub-advisory fee is paid on alf of the Net Asset Value of the Fund, without regard
to whether those assets are invested in the Equity Component or the Fixed Component.
52.  Asupplementdated July 22,2003, was issued to the July 3, 2001, Prospectus for the
Fund (the “Supplement”). A copy of the Supplement is attached hereto as Exhibit B and
incorporated herein by reference. The Supplement provides that under specified
circumstances, the Equity Component of the Fund’s investments could be invested in
exchange traded funds (“ETFs"), which are passively managed investment companies traded
on a securities exchange whase goal is to track or replicate a desired index. The Supplement
did not disclose any change in any investment advisory fees paid by the Fund to the
Defendants, ING Investments and Aeltus. Accordingly, the Fund will pay the Defendant, ING
Investments, .80% of the net asset value of the Fund assets invested in the ETFs and Aeltus
will be paid a sub-advisory fee of .40% of the net asset value of the Fund assets invested in

the ETFs.
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53. TheFundandthe Other PP Funds have numerous common characteristics, and no
material differences, in the way they are organized, marketed and in the way their assets are
managed and invested. Some of those common characteristics are:

a. They are all part of the ING Equity Trust, which is an open-end investment
management company registered underthe Investment Company Act. The ING Equity Trust
is a Massachusetts business trust with at least 20 separate funds, one of which is the Fund
and seven of which are the Other PP Funds.

b.  Their shares were sold to the public only during limited time periods, called the
Offering Phase or Offering Period. Thereafter there is a Guarantee Period of five years.
During the Guarantee Period no shares will be sold to either the public or current
shareholders, except for the reinvestment of dividends by current shareholders. Thereafter
there will be an Index Plus LargeCap Period, during which shares will be offered, on a
continuing basis, only to existing shareholders.

C. The investment criteria and asset allocation during each of the defined ti»me
periods —the Offering Phase, the Guarantee Period and the lndex Plus LargeCap Period —
are identical or virtually identical.

d. The Defendant ING |nvesfments is the investment advisor for all of the Other
PP Funds and its duties and responsibilities as investment advisor is identical for the Fund
and for all of the Other PP Funds.

e. The Defendant Aeltus is the investment sub-advisor for all of the Other PP
Funds and its duties and responsibilities as investment sub-advisor is identical for the Fund

and for all of the Other PP Funds.
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f. The same individual, Mary Ann Fernandez, Sehior Vice President of Aeltus,
serves as strategist forthe Fund and all of the Other PP Funds. Furthermore, Ms. Fernandez
is responsible for overseeing the overall strategy of the Fund and all of the Other PP Funds
and the allocation of Fund Assets and the assets of the Other PP Funds, between the Equity
and Fixed Components.

a. The same individual, Hugh T. M. Whelan, Portfolio Managef at Aeltus, co-
manages the Equity Component of the ‘investments ofthe Fund and the Equity Component of
the investments of all of the Other PP Funds.

h. The same individual, Douglas E. Cote, Portfolio Manager at Aeltus, co-
manages the Equity Component of the investments of the Fund and the Equity Corﬁponent of
the investments of all of the Other PP Funds.

i. The same individual, John Murphy, Portfolio Manager at Aeltus, manages the
Fixed Component investment of the Fund and all of the Other PP Funds.

54.  The Prospectus for the Principal Protection Fund Vil (*PP Fund VII”) describes, at
pages 2, 3,and 17, investment criteria forthe PP Fund VII, during the Guarantee Period, and
the responsibilities of the Defendants ING Investmenfs and Aeltus as PP Fund ViI'sinvestment
advisor and sub-advisor, respectively. Page 17 also sets forth the advisory and sub-advisory
fees to be paid by Fund Vil to the Defendants, ING investments and Aeltus. A Supplement,
dated June 24, 2003, to the PP Fund VI Prospectus (the “PP Fund VIl Supplement”),
discloses the waiver, by ING Investments, of the entire .80% management fee described on
page 17 of the PP Fund VIi Prospectus. Pages 2, 3 and 17 ofthe PP Fund VHl and the PP

Fund VII Supplement are attached hereto as Exhibit C and are incorporated herein by
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reference.

55. Asreflected in Exhibit C, the Defendant ING Investments is currently being paid no
annual investment advisory fee on the net asset value of the PP Fund VII. Thisis.80% less
than the investment advisory fee which ING Investments charges the Fund.

56. Asreflected in Exhibit C, before the waiver 6f the advisory fee described in the PP
Fund VIl Supplement, Aeltus was to receive an annual sub-advisory fee during the Guarantee
Period of .36% of the net asset value of the PP Fund VILI. | |

57. Asreflected in Exhibits A, B and _C, the duties and responsibilities of the Defendant
ING Investments, as investment advisor for the Fund and for PP Fund VI (which have virtually
identical investment crite'ria and parameters) are identica'l. Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund more of the net asset value ofthe
Fund'sinvestments in the Fixed and ETS Components than it will be baid by PP Fund Vlifor
identical investment advisory services.

58.  The Prospectus for the PP Fund Vil describes, at pages 2, 3 and 17, investment
criteria for the PP Fund VIil, during the Guarantee Period, and the responsibilities of the
Defendants ING Investments and Aeltus as PP Fund VIII's investment advisor and sub-advisor,
respectively. Page 17 also sets forth the advisory and sub-advisory fees to be paid by the PP
Fund VIII, the Defendants, ING Investments and Aeltus. A copy of those pages of the
Prospectus forthe PP Fund VI are attached hereto as Exhibit D, and are incorporated herein

by reference.
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59.  As reflected in Exhibit D, the Defendant ING Investments will be paid an annual
'~ investment advisory fee of .80% of net asset value of the PP Fund VIl investmentin the Equity
Component of the asset allocation but ING Investments will only be paid an annual investment
advisory fee of .55% of the net asset:value of the PP Fund Vil investments in the Fixed
Componentand ETS Component of the asset allocation. Thisis .25% of the Net Asset Value
~of the investments in the Fixed Component and the ETS Component less than the .80%
investment advisory fee which ING Investments charges the Fund for its investments inits
Fixed and ETS Components.
60. Asreflected in Exhibits A, B and D, the d_uties and responsibilities of the Defendant
ING Investments, as investment advisor forthe Fund and for PP Fund Vil (which have virtually
" identical investment criteria and parameters) are identical. Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund .25% more of the net asset value
of the Fund’s investments in the Fixed and ETS Components than it will be paid by PP Fund
VIII for identical investment advisory services.
61.  Thosefacts demonstrate that the investment advisory fees received by Defendant ING
Investments from the Fund, and to be received after the filing of this Complaint, are excessive.
62. Astheinvestmentadvisorto the Fund, the Defendant ING Investments has a fiduciary
duty to the Fund and its shareholders.
63. By collecting expessive investment advisory fees from the Fund, Defendant ING
Investments breached its fiduciary duty to the Fund and its shareholders and violated Sec.

36(b) of the Investment Company Act.
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64.  Bycontinuingto collect excessive investment management fees from the Fund after
the filing of this Complaint, Defendant ING Investments continues to breach its fiduciary duty
to the Fund and its shareholders and violate Sec. 36(b) of the Investment Company Act.
65. Asreflectedin Exhibit C, the Defendant Aeltus will be paid an annual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund VIl during the
Guarantee Period, if the waiver of the investment advisory fees described in the PP Fund VI
Supplementis reversed. This would be .04% léss than the investment sub-advisory fee which
Aeltus receives as investment sub-advisor for the Fund.

66. As reflected in Exhibit D, the Defendant Aeltus wi" be paid an annual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund VIIi in the Equity
Componentand .2475% of the net asset vélue ofinvestments of the PP Fund VIl in the Fixed
Component. Thisis.04% less thanthe investment sub-advisory fee which Aeltus receives as
investment sub-advisor for the Fund for Equity Component investments and .1525% less than
the investment sub-advisory fee which Aeltus receives as investment sub-advisor of the Fund
for the Fund’s Fixed Component investments.

67. Asreflectedin Exhibits A, B, C and D, the duties and responsibilities of the Defendant
Aeltus, as investment sub-advisorforthe Fund and for PP Fund Vil and Vi (all of which have
virtually identical investment criteria and parameters) are identical. Nevertheless, the
Defendant Aeltus has received, and continues to receive, more from the Fund than it will be
paid for identical investment sub-advisory services to PP Fund VIl and VIil.

68.  Those facts demonstrate that the investment sub-advisory fees received by Defendant

Aeltus, and to be received after the filing of this Complaint, are excessive.
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69. Asthe investmeﬁtsub-adviso’rfb the Fund, the Defendant Aeltus has a fiduciary duty
to the Fund and its shareholders.

70.  Bycollecting excessive investment sub-advisory fees, Defendant Aeltus breached its
fiduciary duty to the Fund and its shareholders and violated Sec. 36(b) of the Investment
Company Act.

_ 71. By continuing to collect excessive investment advisory fees after the filing of this
Complaint, Defendant Aeltus continues to breach its fiduciary duty fo the Fund and its

shareholders and violate Sec. 36(b) of the investment Company Act.

DERIVATIVE ALLEGATIONS

72.  This action is brought by the Plaintiffs derivatively, on behalif of the Fund, to recover
excessive Rule 12b-1 Distribution Fees paid by the Fund to the Defendant ING Distributor.
73.  Thisaction is also brought by the Plaintiffs, derivatively, on behalf of the Fund to recover
excessive management or advisory fees paid by the Fund o the Defendants, ING Investments
and Aeltus.

74.  Ineachinstance, the charging of, and receiving of, excessive fees by the Defendants,
from the Fund, constituted a breach by the Defendants of their fiduciary duty to the Fund and
violated Sec. 36(b) of the Investment Company Act.

75.  Thisaction is brought by the Plaintiffs, derivatively, on behalf of the Fund, pursuantto
Rule 36(b) of the Investment Company Act. Accordingly, the Plaintiffs were not required to;
and have not, made demand upon the Trustees of the Fund to bring this action on behalf of
the Fund. See, Daily Income, Inc. v. Fox, 464 U.S. 523, 104 S.Ct. 831 (1984).
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76.  Evenifithad been required for demand to be made upon the Trustees to cause the
Fund to bring this action against the Defendants, the making of such demand in this case
would have been futile and, hence, is excused.
77. Demandupon the Trustees would have been futile because the claims asserted herein
are based upon the excessiveness of fees charged to the Fund by the Defendant pursuantto
the P|an; the Agreement and the Advisory Fee Contracts which the Trustees have specifically . - -
voted to approve and voted to continue.
78.  Under these circumstances, each of the Trustees is deemed “interested” in the
transactions and conduct at issue, because each of the Trustees “. . . is a party to the
transactions and conduct.” 1. ALl Principal of Corporate Government: Analysis and
Recommendations Section 1.23(a)(1) (1994) as cited in Harhen v. Brown, 431 Mass. 838,
843 (2000). |
79.  There being no disinterested trustees with respect to this matter, demand on the
Trustees would be futile.
80. Thatdemandwould be futile underthese circumstances is reinforced by the following
conclusion in Daily Income Fund, Inc., 464 U.S. at 546 (Stevens, J., concurring):

.. .ademand requirement would serve no meaningful purpose

... the contract against the Fund and its investment advisor had

been expressly approved by the independent directors of the

Fund. Since the disinterested directors are required to review

and approve all advisory fees and contracts under Sec. 15 of the

Act. . . a demand would be a futile gesture after directors have
already passed on the contract.
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COUNT |

Against the Defendant ING Distributor for Breach of Fiduciary Duty and For
Violation of Sec. 36(b) of the Investment Company Act

81. The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
82.  TheDefendantING Distributoris Iiablé to the Fund for breach of its fiduciary duty to the
Fund and its shareholders and for violation of Sec. 36(b) of the Investment Company Act.
83.  TheFundhasbeendamaged by the Defendant ING Distributor's breach of its fiduciary
duty to the Fund and its shareholders and by its violation of Sec. 36(b) of the Investment
Company Act, by the amount which the Defendant ING Distributor received fromthe Fund as
distribution fees during the Guarantee Period.
COUNT 1l
Against the Defendants ING Investments and Aeltus for Breach of Fiduciary Duty
and For Violation of Sec. 36(b) of the Investment Company Act
84. The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
85. The Defendant ING Investments and Aeltus are liable to the Fund for breach of their
fiduciary duties to the Fund and its shareholders and for violation of Sec. 36(b) of the
Investment Company Act.
86.  TheFundhas beendamaged by the breach by Defendants ING Investments and Aeltus
of their fiduciary duties to the Fund and its shareholders and by their violations of Sec. 36(b)
of the Investment Company Act, by the excessive amounts which the Defendants ING
Investments and Aeltus received and will receive as investment advisory and investment sub-

advisory fees.
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WHEREFORE: Plaintiffs pray this Honorable Court to:

A. Find the Defendants liable for breach of their fiduciary duties to the Fund and
its shareholders and for violation of Sec. 36(b) of the Investment Company Act;

B. Declare that the distribution, advisory and sub-advisory fees that have been and
continue to be charged by the Defendants are excessive;

C. Issue a permanent injunction, enjoining the Defendants from continuing to
charge the distribution, advisory and sub-advisoryfeés which this Cou d}ﬂnds
to be excessive;

D. Determine and award to the Fund the amount of excessive distribution, advisory
and sub-advisory fees that the Defendants have received from the Fund,

E. Award the Plaintiffs their reasonable attorneys fees and cost§; and )

F. Any other further relief which this Court finds just and proper.

Dated: November 7, 2003

Submitted bz the éttorneysf r the Plaintiffs,

Edward F. Haber BBG No. 215620
Christine E. Morin BBO No. 600237
‘Shapiro Haber & Urmy LLP

75 State Street

Boston, MA 02109

(617) 439-3939

OF COUNSEL:
Richard J. Vita BBO No. 510260

77 Franklin Street, 3 FI.
Boston, MA 02110
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DECLARATION

Now comes Walter Price, Trustee, Revokable Living Trust D/T/D, 12/24/00, and he

hereby deposes and says:

1. lam a Plaintiffin the action entitled Walter Price and Heidi Hedlund, Trustees,
Revokable Living Trust D/T/D, 12/24/00, derivatively on behalf of ING Principal Protection
Fund v. ING Funds Distributor, LLC, ING Investments, LLC, and Aeltus Investment
Management, Inc., defendants, and ING Principal Protection Fund, nominal defendant.

2. | have reviewed the Derivative Complaint in the action. The allegations in

paragraph five of the Complaint are true and accurate to the best of my knowledge and belief.

Signed and sworn to this L 2 day of October, 2003, underthe pains and penalties

of perjury.

o — & A= ' 1 . k]
Walter Price), Trustee
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July 3, 2001

Classes A, B and C

The Offering Phase will run from July 5, 2001 through October 3,
2001. All monies to purchase shares during the Offering Phase
must be received no later than October 3, 2001.

This prospectus contains important information about investing in
the Pilgrim Principal Protection Fund. You should read it carefully
before you invest, and keep it for future reference. Please note that
your investment: is not a bank deposit, is not guaranteed by the
Federal Deposit Insurance Corporation (FDIC), the Federal Reserve
Board or any other government agency and is affected by market
fluctuations. There is no guarantee that the Fund will achieve its
objective. As with all muwal funds, the U.S. Securities and
Exchange Commission (SEC) has not approved or disapproved
these securities nor has the SEC judged whether the infarmation in
this prospectus is accurate or adequate. Any representation 1o the
contrary is a criminal offense.

Pilgrim Principal
Protection Fund

= PILGRIM




PiLGRM PrINCIPAL PROTECTION FUND

‘Adviser
ING Pilgrim investments, LLC
Sub-Adviser

Aettus Investment Management, Inc.

GUARANTEE
Periop
OBIECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while

preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PerioD
INVESTMENT
STRATEGY

[

Under normal market conditions, during the Guarantee
Period the Fund's assets are allocated between an:

* Equity Component, consisting primarily of commeoen
stocks, and a

* Fixed Component, consisting primarily of
U.S. Government securities.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
Enhanced index Strategy. That strategy means that the
Sub-Adviser invests at jeast 80% of the Equity
Component’s net assets in stocks included in the Standard
and Poor’'s 500 Index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may also include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor’s Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
1o match the performance of the S&P 500 are invested in
proportion to their representation in the index. To
determine which stocks to weight more or less heavily, the
Sub-Adviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hold 400 stocks and generaily
holds between 400 and 450 stocks inciuded in the

S&P 500. Although the Equity Component will not hold al!

of the stocks in the S&P 500, the Sub-Adviser expects that

2 Pilgrim Principal Protection Fund

there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets.

The Fund-may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed- Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at any point in time, closely
resembie those of a portfoiio of zero coupon bonds which
mature within one month of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
inciude STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Asset Allocation — the Sub-Adviser uses a proprietary
computer mode! to determine, on an ongoing basis, the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates 3
number of factors, including, but not limited to:

+ the market value of the Fund’s assets as compared to
the aggregate guaranteed amount;

+ the prevailing level of interest rates;
» equity market volatility; and

s the length of time remaining until the Guarantee
Maturity Date.

The model will determine the initial allocation between
the Equity Component and the Fixed Compenent on the
first day of the Guarantee Period and will evaluate the
allocations on a daily basis thereafter. Generally, as the
market value of the Equity Component rises, more assets
are allocated to the Equity Component, and as the market
value of the Equity Component declines, more assets are
allocated to the Fixed Component.
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The model may require the Fund to have a portfolio
turnover rate in excess of 200%. Portfolio turnover refers
to the frequency of portfolio transactions and the
percentage of pertfolic assets being bought and sold
during the year.

Transition Period. After the Guarantee Maturity Date,
the Fund will, in the ordinary course of its investment
activities, sell any fixed-income securities remaining in its

portfolio and purchase stocks included in the S&P 500 and

S&P 500 futures contracts as soon as reasonably

practicabie, in order to conform its holdings to the Fund's

Index Plus LargeCap Period investment objective as
described later in the Prospectus.

GUARANTEE
PERIOD
Risks

The principal risks of an investment in the Fund during
the Guarantee Period are those generally attributable to
stock and bond investing. The success of the Fund's
strategy depends on the Sub-Adviser's ability to allocate
assets between the Equity Component and the Fixed
Component and in selecting investments within each
component. Because the Fund invests in both stocks and
bonds, the Fund may underperform stock funds when
stocks are in favor and underperform bond funds when
bonds are in favor.

The risks associated with investing in stocks include
sudden and unpredictabie drops in the value of the
market as a whole and periods of lackluster or negative
performance. The performance of the Equity Component
also depends significantly on the Sub-Adviser's skill in
determining which securities to overweight, underweight
or avoid altogether. ’

The principal risk associated with investing in bonds is
that interest rates may rise, which generally causes bond
prices to fall. The market value of a zero coupon bond
portfolio (which may include STRIPS) generally is more
volatile than the market value of a portfolio of fixed
income securities with similar maturities that pay interest

periodically. With corporate bonds, there is a risk that the
issuer will default on the payment of principal or interest.

If interest rates are low {particularly at the inception of
the Guarantee Period), Fund assets may be largely
invested in the Fixed Component in order to increase the
likelihood of preserving the value of the Fund as
measured at the inception of the Guarantee Period. in
addition, if during the Guarantee Pericd the equity

markets experience a major decline, the Fund’s assets may
become largely or entirely invested in the Fixed
Component. in fact, if the value of the Equity Component
were to decline by 30% in a single day, a complete and
irreversible reallocation to the Fixed Component may
occur. In this circumstance, the Fund would not participate
in any subsequent recovery in the equity markets. Use of
the Fixed Component reduces the Fund’s ability to
participate as fully in upward equity market movements,
and therefore represents some loss of opportunity, or
opportunity cost, compared to a portfolio that is more
heavily invested in equities. In addition, the terms of a
Financial Guaranty Agreement executed in connection
with the Guarantee prescribes the manner in which the
Fund must be managed during the Guarantee Period.
Accordingly, the Financial Guaranty Agreement could limit
the Sub-Adviser's ability to alter the management of the
Fund during the Guarantee Period in response to
changing market conditions.

The use of futures contracts by the Fund can amplify a
gain or loss, potentially earning or losing substantially
more money than the actual cost of the investment. In
addition, while a hedging strategy can guard against
potential risks for the Fund as a whole, it adds to the
Fund's expenses and may reduce or eliminate potential
gains. There is also a risk that a futures contract intended
as a hedge may not perform as expected.

The asset allocation process results in additional
transaction costs such as brokerage commissions. This
process can have an adverse effect on the performance of
the Fund during periods of increased equity market
volatility. In addition, a high portfolic turnover rate,
which may aiso have an adverse effect on the
performance of the Fund, may increase the Fund's
transaction costs.

The asset allocation process and sale of fixed-income
securities in connection with the transition period may -
also result in the realization of additional gains to the
Fund and may therefore also increase the tax liability of
shareholders. The Fund will distribute any net gains and
income to shareholders. Such distributions are taxable to
shareholders even if the distributions are reinvested in the
Fund.

Shares of the Fund may fall in value and you could lose
money by investing in the Fund if you redeem your
shares prior to the Guarantee Maturity Date or if you
continue to hoid Fund shares after the Guarantee
Maturity Date.

For a description of additional principal risks, see "Other
Principal Risks of Investing in the Fund and “More
Information About Risks” later in this Prospectus.

It you have any guestions, piease cail 1-800-992-0180.
Pilgrim Principal Protection Fund 3




ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Pilgrim investments, LLC, a Delaware limited fiability
company (ING Pilgrim or Adviser), serves as the investment
adviser to the Fund. ING Pilgrim has overall responsibility
for the management of the Fund. ING Pilgrim provides or
oversees all investment advisory and portfolio
management services for the Fund, and assists in
managing and supervising all aspects of the general day-
to-day business activities and operations of the Fund,
including custodial, transfer agency, dividend disbursing,
accounting, auditing, compliance and related services.

Organized in December 1994, ING Pilgrim is registered as
an investment adviser. ING Pilgrim is an indirect wholly-
owned subsidiary of ING Groep N.V. (NYSE: ING) (ING
Group). ING Group is a global financial institution active in
the field of insurance, banking, and asset management in
more than 65 countries, with almost 100,000 employees.

As of May 31, 2001, ING Pilgrim managed over
$18.6 billion in assets.

ING'Pilgrim's principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Pilgrim is entitied to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase 0.25%
Guarantee Period 0.80%
index Plus LargeCap Period 0.60%

ING Pilgrim has engaged Aeltus Investment Management,
inc., @ Connecticut corporation (Aeltus or Sub-Adviser), to
serve as the investment sub-adviser to the Fund’s
portfolio. Aeltus is responsible for managing the assets of
the Fund in accordance with its investment objectives and
policies, subject to oversight by ING Pilgrim.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Group, and is an affiliate of ING Pilgrim. Aeltus has
acted as adviser or sub-adviser to mutual funds since 1594
and has managed institutional accounts since 1972.

As of May 31, 2001, Aeltus managed over $41 billion in
assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub-advisory
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund. ‘

Offering Phase 0.125%
Guarantee Period 0.40 %
index Plus LargeCap Period 0.30 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsibie for overseeing the overall Fund strategy and
the aliocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Aetna inc.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999, Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994,

Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
quantitative equity analyst since 1996. Previously, Mr. Coté
was responsible for developing quantitative applications
for Aeltus’ equity department.

Fixed Component. The Fixed Component is managed by
a team of Aeltus fixed-income specialists.

Portfolio Management During the Index Plus
LargeCap Period

It is anticipated that Messrs. Whelan and Coté will
manage the Fund during the Index Plus LargeCap Period.

If you have any questions, piease call 1-800-992-0180.

Management of the Fund 15
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUNDS

Supplement Dated July 22, 2003
To The Class A, B and C Prospectuses
(Dates of Which are Indicated in Parentheses)

ING Principal Protection Fund ' (July 3, 2001)
ING Principal Protection Fund II 2 (November 5, 2001)
ING Principal Protection Fund III (March 1, 2002)
ING Principal Protection Fund IV (June 7, 2002)
ING Principal Protection Fund V (October 11, 2002)
ING Principal Protection Fund VI (January 10, 2003)
ING Principal Protection Fund VII (April 15, 2003)

The section entitled “Guarantee Period Investment Strategy,” on page 2 of each Prospectus, is

amended to insert the following subsection prior to the subsection entitied “Fixed Component”
on page 2:

Investment Strategy Under Certain Market Conditions — In the event that the Equity
Component’s market value is $5 Million or less, in order to replicate investment in stocks
listed on the S&P 500, the Sub-Adviser may invest the entire amount of the Equity
Component’s assets in S&P 500 futures, in exchange traded funds (ETFs), or in a combination
of S&P 500 futures and ETFs, subject to any limitation on the Fund’s investments in such
securities. ETFs are passively managed investment companies traded on a securities exchange
whose goal is to track or replicate a desired index. The Sub-Adviser will not employ an
enhanced index strategy when it invests in S&P 500 futures and ETFs.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE

! Formerly named Pilgrim Principal Protection Fund.
? Formerly named Pilgrim Principal Protection Fund IL.
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Prospectus

April 15, 2003 ING Principal

Protection Fund VI
Classes A, B and C

The Offering Period will run from May 1, 2003 through July 10,
2003. All monies to purchase shares during the Offering Period
must be received no later than July 10, 2003.

. yoursinvestmentis-no u
.Federal Depos:t Insurance Corporatmn EDIC) ~th

Exchange Commlssnon (SEC has«not.. approved;or'aisapproved.
““these securities nor has the SEC judged whetherthe:informationin - -
this- Drospectus s accurate.or adequate;’Any,Tepresentation tosthe - °{: e L : - :

contraryis a:criminal.offense. . -+ . . o ‘FUNDS
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ING PrincipaL ProT1ECTION FUND VI

~ Adviser
ING Investments, LLC
Sub-Adviser

Aeltus Investment Management, Inc.

GUARANTEE
PeriOD
OBJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while
preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PERIOD
INVESTMENT
STRATEGY

)

Principal Investment Strategies. The Fund will not
implement an “investment strategy” in any conventional
sense. Rather, the Fund's asset allocation strategy seeks to
optimize the exposure of the series to the Equity
Component while protecting Fund assets. Assets allocated
to the Equity Component may be reduced or eliminated in
order to conserve assets at a level equal to or above the
present vaiue of the Payment Undertaking. The Fund
allocates its assets among the following asset classes:

*» During the Offering Period, the Fund’s assets wiil be
invested in short-term instruments.

*» During the Guarantee Period, the Fund's assets will be
allocated between the:

* Equity Component, consisting of common stocks
included in the Standard and Poor's 500 Index
(S&P 500) and futures contracts on the S&P 500; and
the

+ Fixed Component, consisting primarily of short- to
intermediate-duration U.S. Government securities.

The Fund'’s asset aliocation strategy is implemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controiling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, aliocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including the then current market
value of the Fund, the then prevailing level of interest
rates, equity market volatility, the Fund’s total annual
expenses, and the Maturity Date. The model determines

2 ING Principal Protection Fund VI

the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Pericd and provides direction for any realfocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are aliocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The allocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
Enhanced Index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s net assets in stocks inciuded in the Standard
and Poor's 500 index {S&P 500}, although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may aiso include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are invested in
proportion to their representation in the Index. To
determine which stocks to weight more or less heavily, the
Sub-Adviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hoid 400 stocks and generaily
hotlds between 400 and 450 stocks inciuded in the

S&P 500. Although the Equity Component will not hoid afl
of the stocks in the S&P 500, the Sub-Adviser expects that
there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets.

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
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Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at-any point in time, closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS {Separate Trading of Registered interest
and Principal of Securities}. STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also inciude corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the fund to have a
portfolio turnover rate in excess of 200%. Portfoiio
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After July 15, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund's Index Plus LargeCap Period investment
objective as described later in the Prospectus.

PRINCIPAL
GUARANTEE
PERIOD
Risks

You could lose money on an investment in the Fund. Ali
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult
the Statement of Additional iInformation (SAl} for a
complete list of the risks and strategies.

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as

the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihcod that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund’s ability to participate
fully in upward equity market movement.

Allocation Risk: [f at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund's assets may be largely invested in the Fixed
Component in order to decrease the likelihood that 3
payment would be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception cf the
Guarantee Period, as the initial allocation of assets wouid
include more fixed income securities. in addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund's assets may become largely
invested in the Fixed Component. In fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely occur. In the event of a reallocation of 100%
of the assets to the Fixed Component, the Fund would not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund’s ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared to a portfolio
that is fully invested in equities.

Asset Allocation May Underperform Static Strategies.
The asset allocation process results in transaction costs.
Volatile periods in the market may increase these costs.
This process can have an adverse effect on the
performance of the Fund during periods of increased
equity market volatility. in addition, a high portfolio
turnover rate, which may also have an adverse effect on
the performance of the Fund, may increase the Fund’s
transaction costs.

Opportunity Costs, There are substantial opportunity
tosts associated with an investment in the Fund. The Fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund’s assets to the Fixed
Component in order to conserve Fund assets to a level
equal to or above the present value of the Payment
Undertaking.

Initially, if interest rates are low, the allocation to the
Fixed Component may be over 70% of the Fund assets. If
the market value of the Equity Component rises, the
percentage of the Fund's assets aliocated to the Equity
Component generaily will also rise. However, the relative
volatility of these two Components as well as the past
performance of the Fund will affect these allocations. For
example, if the Fund incurs early losses, the Fund may

®
tf you have any questions, please cali 1-800-992-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING Investments or Adviser), serves as the investment
adviser to the Fund. ING investments has overail
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolic management services for the Fund, and
assists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend
disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING Investments is
registered as an investment adviser. ING tnvestments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a giobal financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of March 31, 2003, ING investments managed over
$32.5 billion in assets.

ING Investments' principal address is 7337‘Eést Doubletree
Ranch Road, Scottsdale, Arizona 85258,

For its services, ING Investments is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the fund.

Offering Phase and Quiet Period 0.25%
Guarantee Pericd 0.80%
Index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus Investment
Management, Inc., a Connecticut corporation (Aeitus or
Sub-Adbviser), to serve as the investment sub-adviser to the
Fund's portfolio. Aeltus is responsible for managing the
assets of the Fund in accordance with its investment
objectives and policies, subject to oversight by ING
Investments.

Founded in 1872, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Groep N.V., and is an affiliate of ING Investments.
Aeltus has acted as adviser or sub-adviser to mutual funds
since 1994 and has managed institutional accounts since
1972.

As of March 31, 2003, Aeltus managed over $38.1 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub-advisory
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period 0.36%
index Plus LargeCap Period 0.27%

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Aetna Inc.
Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994.
Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving-as a
quantitative equity analyst since 1996. Previously, Mr. Cote
was responsible for developing quantitative applications
for Aeltus’ equity department.

Fixed Component. John Murphy is a Portfolio Manager
for the ING Aeltus mortgage separate accounts and the
Fixed Component. in 1986, he joined Aeltus and has
served as a quantitative analyst and assistant portfolio
manager of fixed income investments. He is a Chartered
Financial Anatyst.

\-/ 1f you have any questions, piease c¢all 1-800-992.0180.

Management of the Fund 17




- : Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUND
Supplement Dated June 24, 2003
To The Class A, B and C Prospectus
ING Principal Protection Fund VII
Dated April 15, 2003

The following amends the Section entitled "What You Pay to Invest" on page 7 as well
as the information regarding advisory, sub-advisory and administrative fees noted on
page 17.

ING Investments has agreed to modify the Expense Limitation Agreement to waive the
Management Fee, during all or a portion of the Guarantee Period, so that the Fund will have
Net Expenses on an annual basis of 0.95% for Class A shares, and 1.70% for Class B and C
shares. This action was taken because, in the current interest rate environment, the allocation
formula would permit little or no allocation to the Equity Component of the Fund under the
fee schedule outlined on page 7. The portion of the Fund's assets allocated to equity securities
does not affect the Guaranteed Amount but does impact the extent to which the fund offers

the potential to participate in equity markets. The Expense Limitation Agreement may be
modified during the Guarantee Period to reinstate some or all of the fees upon approval of the
Fund’s Board of Trustees.

There is no assurance as to the allocation of Fund assets to the Equity Component. If interest
rates on the types of securities included in the Fixed Component continue to decline or the
market value of the Equity Component declines, the allocation to the Equity Component may
decline from its initial position, or be eliminated altogether, and the Fund would not
participate in any increases or decreases in the equity market after that time. The asset
allocation does not affect the Payment Undertaking of the Fund, nor does it affect the
Guaranteed Amount. However it will determine the allocation of Fund assets invested in the
Equity Component and the ability of the Fund to participate in the equity market.

The following amends all references to the following dates in the Prospectus: Offering
Period, Quiet Period, Guarantee Period, Guarantee Maturity Date and Index Plus
LargeCap Period:

The Offering Period of the Fund will close on June 24, 2003. Therefore, all other related
dates have been accelerated as outlined below:

Offering Period May 1, 2003 to June 24, 2003
Quiet Period June 25, 2003 to June 29, 2003
Guarantee Period June 30, 2003 to June 26, 2008
Guarantee Maturity Date June 26, 2008

Index Plus LargeCap Period Begins June 27, 2008

PPF7ABCSUP062403-062403
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The Offering Period will run from October 1, 2003 through
December 15, 2003. All monies to purchase shares during the
Offering Period must be received no later than December 15, 2003.
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Adviser
ING Investments, LLC

Sub-Adviser

Aeltus Investment Management, inc.

GUARANTEE
PeriOD
OBIECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while

preserving at least the principai amount of the Fund as of
the inception of the Guarantee Period.

GQUARANTEE
PeriOD
INVESTMENT
STRATEGY

&

Principal Investment Strategies. The Fund will not
implement an "investment strategy” in any conventional
sense. Rather, the Fund’s asset allocation strategy seeks to
optimize the exposure of the Fund to the Equity
Component while protecting Fund assets. Assets allocated
to the Eguity Component may be reduced or eliminated in
order to conserve assets at a level egual to or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the foliowing asset classes:

« During the Offering Period, the Fund's assets will be
invested in short-term instruments.

» During the Guarantee Period, the Fund's assets will be
allocated between the:

« Equity Component, consisting primarily of common
stocks included in the Standard and Poor's 500
Composite Stock Price index (S&P 500}, and futures
contracts on the S&P 500; and the

» Fixed Component, consisting primarily of short- to
intermediate-duration U.S. Government securities.

The Fund's asset allocation strategy is implemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, allocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of facors, including the then current market
value of the Fund, the then prevailing level of interest
rates, equity market volatility, the Fund’s total annual
expenses, and the Maturity Date. The model determines

2 ING Principal Protection Fund Vil

the initial aliocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any reallocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The allocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Componerit — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
enhanced index strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s net assets in stocks inciuded in the S&P 500,
although the weightings of the stocks will vary somewhat
from their respective weightings in the S&P 500, as
described below. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are generally
invested in proportion to their representation in the
index. To determine which stocks to weight more or less
heavily, the Sub-Adviser uses internally developed
guantitative computer models to evaluate various criteria,
such as the financial strength of each company and its
potential for strong, sustained earnings growth. It is
expected that at any one time the Equity Component will
hold at Ieast 400 stocks and generally will hold between
400 and 450 stocks included in the S&P 500. Although the
Equity Component will not hold all of the stocks in the
S&P 500, the Sub-Adviser expects that there will be a close
correfation between the performance of the Equity
Component and that of the S&P 500 in both rising and
falling markets.

Under normal market conditions, up to 20% of the Equity
Component’s net assets may be invested in futures
contracts for hedging purposes or to maintain liquidity to
meet sharehoider redemptions and minimize trading costs.
Futures contracts provide for the future sale by one party
and purchase by ancther party of a specified amount of a
financial instrument or a specific stock market index for a
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specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and futures contracts on U.S.
Treasury securities.

investment Strategy Under Certain Market Conditions —
in the event that the Equity Component’'s market value is
$5 Million or less, in order to replicate investment in
stocks listed on the S&P 500, the Sub-Adviser may invest
the entire amount of the Equity Component’s assets in
S&P 500 futures, in exchange traded funds (ETFs), or in a
combination of S&P 500 futures and ETFs, subject to any
fimitation on the Fund's investments in such securities.
ETFs are passively managed investment companies traded
on a securities exchange whose goal is to track or
replicate a desired index. The Sub-Adviser will not employ
an enhanced index strategy when it invests in S&P 500
futures and ETFs.

Fixed Component — the Sub-Adviser iooks to select
investments for the Fixed Component with financial
characteristics that will, at any point in time, ciosely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered Interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/cr Aa3 or higher by Moody’s
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolio
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After December 22, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S5&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund's index Plus LargeCap Period investment
objective as described later in the Prospectus.

PRrRINCIPAL
GUARANTEE
PerioD
Risks

¢

You could lose money on an investment in the Fund. All
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult
the Statement of Additional Information (SAl) for a
complete list of the risks and strategies.

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as
the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihood that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund’s ability to participate
fully in upward equity market movement.

Allocation Risk: If at the inception of, or any time

during, the Guarantee Period interest rates are low, the
Fund's assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment woulid be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets would
include more fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund's assets may become largely
invested in the Fixed Component. In fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely occur. in the event of a reallocation of 100%
of the assets to the Fixed Component, the Fund would not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund's ability to participate as fuily in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared-to a portfolio
that is fully invested.in equities.

Opportunity Costs. There are substantial opportunity
costs associated with an investment in the Fund. The Fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund’s assets to the Fixed
Component in order to conserve Fund assets to a level
equal 1o or above the present value of the Payment
Undertaking.

tnitially, if interest rates are low, the allocation to the
Fixed Component may be over 70% of the Fund assets. If
the market value of the Equity Component rises, the

@ if you have any guestions, piease call 1-800-992-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING investments or Adviser), serves as the investment
adviser to the Fund. ING Investments has overall
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend

disbursing, accounting, auditing, compiiance and related
services,

Organized in December 1894, ING investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of July 31, 2003, ING Investments managed over
$34.4 billion in assets.

ING Investments’ principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Investments is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period 0.25%
Guarantee Period
— Equity Component 0.80%
— Fixed Component 0.55%
— ETF Strategy 0.55%
index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus Investment
Management, inc, a Connecticut corporation (ING Aeltus
or Sub-Adviser), to serve as the investment sub-adviser to
the Fund's portfolio. ING Aeltus is responsible for
managing the assets of the Fund in accordance with its
investment objectives and policies, subject to oversight by
ING Investments,

Founded in 1972, ING Aeltus is registered as an investment
adviser. ING Aeltus is an indirect wholly-owned subsidiary
of ING Groep N.V,, and is an affiliate of ING investments.
ING Aeltus has acted as adviser or sub-adviser to mutual
funds since 1994 and has managed institutional accounts
since 1972.

As of July 31, 2003, ING Aeltus managed over 341 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, ING Aeltus is entitied to receive a sub-
advisory fee as set forth below. The sub-advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period
— Equity Component 036 %
— Fixed Component 0.2475%
— ETF Strategy 0.2475%
Index Plus LargeCap Period 027 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, ING Aeltus, serves as strategist for the Fund and
is responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined ING Aeltus in 1996 as
Vice President of product development and is currently
serving as a Portfolio Specialist, assisting in the management
and marketing of certain equity strategies managed by ING
Aeltus.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, ING Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as.a quantitative equity
analyst since 1998. Previously, Mr. Whelan served as an
analyst in ING Aeltus’ fixed income group since 1994,

Douglas E. Coté, Portfolio Manager, ING Aeltus, co-
manages the Equity Component. Mr. Coté has been
serving as a quantitative eguity analyst since 1836.
Previously, Mr. Coté was responsible for developing
quantitative applications for ING Aeltus’ equity
department.

Fixed Component. The Fixed Component is managed by
a team of fixed-income specialists led by James B.
Kauffmann. Mr. Kauffmann joined ING Groep N.V. in 1996
and has over 17 years of experience. Prior to joining ING -
Groep N.V. he spent four years at Alfa investments inc.,
where he was senior fixed income portfolio manager.
Additionally, he has worked in the capital markets group
of a major Wall Street dealer and served as an analyst
with a venture capital fund.

Portfolio Management During the index Plus
LargeCap Period

It is anticipated that Messrs. Whelan and Coté wiil
manage the Fund during the index Plus LargeCap Period.

f\é"s It you have any questions, piease call 1-800-992-0180.
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_[ "«AQMO (Rev. 10/93) Summons in a Civil Action
N -

UNITED STATES DISTRICT COURT

District of MASSACHUSETTS

WALTER PRICE AND HEIDI HEDLUND, TRUSTEES,
REVOCABLE LIVING TRUST D/T/D 12/24/00,

DERIVATIVELY ON BEHALF OF ING PRINCIPAL
PROTECTION FUND N SUMMONS IN A CIVIL CASE

ING DISTRIBUTOR, LLC, ET. ALS.

CASE NUMBER:

TO: (Name end address of-Dcfmdam) 0 3_’“ ) 1 2 1 9 g JLT

ING INVESTMENTS, LLC

7337 EAST DOUBLETREE RANCH RD.
SCOTTSDALE, AZ 85258

4

YOU ARE HEREBY SUMMONED and required to serve upon PLAINTIFF’S ATTORNEY (name and address)

EDWARD F. HABER

SHAPTIRO HABER & URMY LLP

75 STATE STREET, BOSTON, MA 02109
(617) 439-3939

an answer to the complaint which is herewith served upon you, within 20 days after service of this

summons upon you, exclusive of the day of service. If you fail to do so, judgment by default will be taken against you for

the relief demanded in the complaint. You must also file your answer with the Clerk of this Court within a reasonable
period of time after service.

I/ . 5
[0 7

DATF

(By) DEPUTY CLERK




WVWAO 440 (Rev. 10/93) Summons in a Civil Action
- RETURN OF SERVICE

] DATE
Service of the Summons and complaint was made by me(

NAME OF SERVER (PRINT) TITLE

Check one box below to indicate appropriate method of service

{0 Served personally upon the third-party defendant. Place where served:

discretion then residing therein.

O Left copies thereof at the defendant’s dwelling house or usual place of abode with a person of suitable age and

Name of person with whom the summons and complaint were left:

[0 Returned unexecuted:

O Other (specify):

STATEMENT OF SERVICE FEES

TRAVEL SERVICES

TOTAL

DECLARATION OF SERVER

Executed on

I declare under penalty of perjury under the laws of the United States of America that the foregoing information
contained in the Return of Service and Statement of Service Fees is true and correct.

Date Signature of Server

Address of Server

(1) As to-who may serve & summons see Rule 4 of the Federal Rules of Civil Progedure.




UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

Walter Price and Heidi Hedlund,
Trustees, Heidi Hedlund and

Walter Price Revocable Living Trust
D/TID, 12/24/00, derivatively on behalf
of ING Principal Protection Fund,

Civil Action No.
Plaintiffs,

JURY TRIAL DEMANDED

VS.

ING Funds Distributor, LLC, ING

Investments, LLC, and Aeltus

Investment Management Inc.,
Defendants, and

ING Principal Protection Fund,

Nominal Defendant.

DERIVATIVE COMPLAINT

Plaintiffs, through their attorneys, allege upon information and belief, exceptastothe
allegations which pertain to the plaintiffs and their counsel, which are alleged upon personal
knowledge. Plaintiffs’ information and belief are based, inter alia, on the investigation made

by their attorneys.

INTRODUCTION

This is an action brought by the Plaintiffs against the Defendants, ING Funds Distributor

LLC, ING Investments, LLC, and Aeltus Investment Management Inc., derivatively on behalf




duty to the Fund and the Fund’s shareholders and for violation of Section 36(b) of the
Investment Company Act of 1940 (the “Investment Company Act”), 15 U.S.C. §80a-35(b). The
Plaintiffs allege herein that the Defendants have breached theirfiduciary duty tothe Fund and
its shareholders, and violated Section 36(b) of the Investment Company Act, by charging and
receiving from the Fund, Rule 12b-1 distribution fees (the “Distribution Fees”) and advisory
fees which are excessive. Plaintiffs seek recovery for the Fund, from the Defendants, the

excessive fees paid by the Fund to the Defendants.

JURISDICTION AND VENUE

1. This Court has jurisdiction over this action pursuant to Section 44 of the Investment
Company Act and 28 U.S.C. §§1331,1332,1337 and 1367. The amount in controversy
exceeds $75,000, exclusive of interest and costs.

2. This action arises under and is brought pursuant to Section 36(b) of the Investment

| Company Act and the common law of the Commonwealth of Massachusetts.

3. Venue is proper in this district pursuant to Section 44 of the Investment Company Act
and 28 U.S.C. §1391(b), because the Fund is organized pursuant to Massachusetts law and
because the Defendants transact business in this district and many of the acts complained
of herein occurred in substantial part in this district.

4. In connection with the acts alleged in this Complaint, Defendants, directly or indirectly,
used the means and instrumentalities of interstate commerce including, but not limited to, the

mails and the interstate telephonic voice and data communications.




PARTIES

5. The Plaintiffs Walter Price and Heidi Hedlund are trustees of the Heidi Hedlund
and Walter Price Revocable Living Trust D/T/D 12/24/00. They are, in that capacity,
hereinafter referred to as the “Plaintiffs.” The Plaintiffs purchased 22,528 shares of the Fund
on July 5, 2001 and they have held those shares continuously to the present.

6. The Defendant, ING Investments, LLC (“ING Investments”), formerly known as ING
Pilgrim Investments, LLC, is a Delaware limited liability company. Itis an “investment advisor”
to the Fund, as thatterm is defined in Section 2(a)(20) of the Investment Company Act, and
asthattermis used in Section 36(b) of the Investment Company Act. ING Investmentsis an
indirect wholly-owned subsidiary of ING Groep N.V. (“ING Group”). Itis an “affiliated company”
and an “affiliated person” of the Defendants Aeltus Investment Management, Inc., and ING
Funds Distributor, LLC., asthose terms are defined in Sections 2(a)(2) and 2(a}(3)(C) of the
Investment Company Act. Itis an affiliated person of those Defendants as thatterm is used
in Section 36(b) of the Investment Company Act.

7. The Defendant Aeltus Investment Management, Inc. (“Aeltus”), is a corporation
organized under the laws of the State of Connecticut. Itis an “investment advisor” to the Fund,
as thattermis defined in Section 2(a)(20) of the Investment Company Act, and as thatterm
is used in Section 36(b) of the Investment Company Act. Aeltusis an indirect wholly-owned
subsidiary of ING Group. It is a “affiliated company” and an “affiliated person” of the
Defendants ING Investments and ING Funds Distributor, LLC., as those terms are defined in
Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act. Itis an affiliated person of

those Defendants as that term is used in Section 36(b) of the Investment Company Act.
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8. The Defendant, ING Funds Distributor, LLC (“ING Distributor”) is a limited liability
company. ING Distributor is an indirect wholly-owned subsidiary of ING Group. Itis an
“affiliated company” and “affiliated person” of the Defendants ING Investments and Aeltus, as
those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act.
It is an affiliated person of those Defendants as that term is used in Section 36(b) of the
Investment Company Act.

9. The Nominal Defendant, ING Principal Protection Fund (the “Fund”), (formerly known
as Pilgrim Principal Protection Fund), is part of the ING Equity Trust (the “Trust”), which is an
open - end investment management company registered underthe Investment Company Act.
ING Equity Trust is a Massachusetts business trust with at least 20 separate funds, one of
which is the Fund.

Facts Regarding the Fund

10.  The Fund is the first of a series of virtually identical registered open-end investment
management companies which have been formed by the Defendants and their affiliates.
Those other funds are entitled ING Principal Protection Fund 11, Il 1V, V, VI, Viland VIII. They
are collectively referred to herein as the “Other PP Funds.” All of the Other PP Funds are part |
ofthe ING Equity Trust. ING Principal Protection Fund VIt (*PP Fund VIlI") has been recently
formed and, as of the filing of this Complaint, it is in its Offering Period, when its shares are
being offered to the public.

11.  The business and affairs of the ING Equity Trust and of the Fund are purportedly
managed under the direction of the ING Equity Trust Board of Trustees. There are eleven

trustees who are the members of the Trust’s Board of Trustees.




12.  Two ofthose Trustees, Thomas J. Mclnerney and John G. Turner, are considered by
the Trust to be “interested persons” and hence, not independent trustees of the Trust.
13.  The other trustees of the Trust are: Paul S. Doherty, J. Michael Earley, R. Barbara
Gitenstein, Walter H. May, Jock Patton, David W.C. Putnam, Blaine E. Rieke, Roger B..
Vincentand Richard A. Wedemeyer. Those trustees have been designated by the Fund as
persons who are not aninterested person of the Trust, as defined inthe Investment Company
Act, and hence, they have been designated by the Fund as independent trustees. Those
Trustees are hereinafter, collectively referred to as the “Independent’ Trustees.” The use of
that term to refer to those trustees is based upon that designation by the Fund, and is nota
statement by Plaintiffs that those Trustees have been properly designated as independent
trustees, under the Investment Company Act.

14. Al of the trustees of the Trust identified in the two preceding paragraphs are
sometimes collectively referred to herein as the “Trustees” or the “Board of Trustees.”
15.  Forall purposes underthe Investment Company Act and SEC Rule 12b-1 promulgated
thereunder, the Board of Trustees of the Trust constitute the “board of directors” of the Trust
and the Fund as the term “board of directors” is used in the Investment Company Act and Rule
12b-1.

16.  Forall purposesunderthe Investment Company Act and SEC Rule 12b-1the Trustees

are the “directors” of the Trust and the Fund as the term “directors” is used in the Investment

Company Act and Rule 12b-1.

17. The Trustees are also the directors or trustees of all of the Other PP Funds.




18.  The“Independent” Trustees are the directors or trustees of numerous trusts which are

part of the ING mutual fund complex which trusts have a total of 114 portfolios.

SUBSTANTIVE ALLEGATIONS

The Excessive Rule 12b-1 Distribution Fees

19.  Sharesinthe Fund were offered for sale to the public pursuant to a prospectus dated
July 3,2001. Underthe terms of the offering investors could purchase shares in the Fund only
during the time period from July 5, 2001 through October 3, 2001, which time period was
referred to in the prospectus as the “Offering Phase.”

20.  The period from October 4, 2001 through October 3, 2006, is defined in the prospectus
as the “Guarantee Period.” During the Guarantee Period, no additional shares of the Fund
have been or will be sold either to the general public or to the existing shareholders of the
Fund, exceptforthe reinvestment of shares into the Fund of dividends received from the Fund
by current shareholders.

21.  The prospectus defines the period after October 3, 2006 as the “Index Plus LargeCap
Period.” During the Index Plus LargeCap Period, shares of the Fund will be offered, on a
continuing basis, only to existing shareholders of the Fund.

22.  SECRule 12b-1 permits, subject to specified requirements, the establishment by a
registered open-end management investment company of a Rule 12b-1 plan and the entering
into by a registered open-end management company, a Rule 12b-1 agreement, which plan
and agreement provide for the payment by the registered open-end managementinvestment

company for activities which are primarily intended to resultin the sale of shares issued by
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such company, including, but not necessarily limited to, advertising, compensation of
underwriters, dealers, and sales personnel, the printing and mailing of prospectuses to other
than current shareholders, and the printing and mailing of sales literature.

23.  SEC Rule 12b-1 requires that:

a. anyRule 12b-1 plan pro;/idin'g for distribution payments to be made by a registered
open-end management investment company, must be terminable at any time by a vote of a
majority of the disinterested directors of the investment company;

b. anyagreementtoimplementa Rule 12b-1 plan providing for distribution payments
to be made by aregistered open-end management investment company, must be terminable
on 60 days notice by a vote of a majority of the disinterested directors of the investment
compény;

c. anyRule 12b-1 plan or agreementto implement such a plan, which provides that
it shall continue in effect for more than one year, must provide that such continuance be
specifically approved, atleast annually, by a majority of the board of directors and majority of
the disinterested directofs;

d. directors of an investment company may not approve the implementation orthe
continuation of a Rule 12b-1 plan, unless they conclude, in the.exercise of reasonable
business judgment and in light of their fiduciary duties under state law and under Sections
36(a) and (b) of the Investment Company Act, that there is a reasonable likelihood that the

plan will benefit the investment company and its shareholders.




24. Inlight of the lack of any public sales or distribution of shares of the Fund during the
Guarantee Period, the costs incurred by the Defendant ING Distributor or any other affiliated
company of the Defendants during the Guarantee Period, for any activity which was or will be
primarily intended to result in the sale of shares issued by the Fund during the Guarantee
Period, including, but not limited to, advertising, compensation of underwriters, dealers, and
sales personnel, the printing and mailing of prospectuses to other than current shareholders,
and the printing and mailing of sales literature, have been and will continue to be de minimus.
25. Prior to the beginning of the Offering Phase, the Fund enacted Va plan (the “Plan”)
purportedly pursuant to Securities and Exchange Commission (“SEC”) Rule 12b-1, pursuant
to which the Fund would pay the Defendant ING Distributor an annual distribution fee (paid
monthly) equal to 1% of the net asset value of the Fund.

26.  Since the Plan was enacted prior to the sale of shares of the Fund to the public, the
Plan was not approved by a vote of a majority of the owners of a majority of the outstanding
shares of the Fund. See Rule 12b-1(b)(1).

27.  The Planwas approved by a unanimous vote of the Board of Trustees of the Fund and
by a unanimous vote of the “Disinterested” Trustees.

28.  Priortothe beginning of the Offering Phase, the Fund also entered into an agreement
with the Defendant ING Distributor (the “Agreement”), pursuant to the Plan and purportedly
pursuantto Rule 12b-1, pursuantto which the Fund would pay the Defendant ING Distributor
an annual distribution fee (paid monthly) equal to 1% of the net asset value of the Fund.
29.  The Agreement was approved by a unanimous vote of the Board of Trustees of the

Fund and by a unanimous vote of the “Disinterested” Trustees of the Fund.
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30. The Plan and Agreement both provide (as required by Rule 12b-1(b)(3)(i)) that they
may continue for more than one year only if they are specifically approved by a vote of the
Board of Trustees and by a vote of the “Independent” Trustees, at least annually.

31.  Oninformation and belief, the Trustees and the “Independent” Trustees, specifically
voted unanimously to continue the Plan and the Agreement, on atleast two annual occasions,
since their original approval of the Plan and the Agreement.

32. Oninformation and belief, the Trustees, at least quarterly since October 2001, have
received and reviewed a written report of the amount paid by the Fund to the Defendant ING
Distributor and the purposes forwhich such expenditures were made. The Trustees did not
vote to discontinue or terminate the Plan or the Agreement after any of those reviews.
33.  SinceOctober4, 2001, the beginning of the Guarantee Period, to the present, the Fund
has been charged by, and has paid to, the Defendant ING Distributor, p'ursuant tothe Plan and
the Agreement, a Distribution Fee (paid monthly) equal to 1% of the net asset value of the
Fund peryear. Duringits fiscal year ended May 31, 2002, the Fund paid the Defendant ING
Distributor approximately $3,300,000 in Distribution Fees. Duringits fiscal year ended May
31, 2003, the Fund paid the Defendant ING Distributor approximately $4,500,000 in
Distribution Fees. Plaintiffs estimate thatthe Fund, since May 31, 2003, continued to pay the
Defendant ING Distributor approximately the same periodic amounts for distribution fees as
it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that the
Fund has paid the Defendant ING Distributor approximately $4,500,000 in Distribution Fees
during the one-year period prior to the filing of this Complaint and approximately $9,000,000

in Distribution Fees since the beginning of the Guarantee Period.
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34. The Distribution Fees paid by the Fund to the Defendant ING Distributor were
excessive, because those payments materially exceeded the expenses incurred by the
Defendant ING Distributor during that time period, which expenses were incurred primarily to
result in the sale of shares issued by the Fund, including, but not limited to, advertising,
compensation of underwriters, dealers, and sales personnel, the printing and mailing of
prospectuses to other than current shareholders, and the printing and mailing of sales
literature. Infact, as explained above, those expenses of Defendant ING Distributor since the
beginning of the Guarantee Period were de minimus.

35. Plaintiffs estimate thatthe Fund, after the filing of this Complaint, will continue to pay the
Defendant ING Distributors approkimately the same periodic amounts for Distribution Fees
as it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that
the Fund will pay the Defendant ING Distributor, each month after the filing of this Complaint,
approximately $375,000 in Distribution Fees.

36. The Distribution Fees that will be paid by the Fund to the Defendant ING Distributor after
the filing of this Complaint and during the Guarantee Period will be excessive, because those
payments will materially exceed the expenses that will be incurred by the Defendant ING
Distributor after the filing of the Complaint and during the Guarantee Period, which expenses
will be incurred primarily to result in the sale of shares issued by the Fund, including, but not
~ limited to, advertising, compensation of underwriters, dealers, and sales personnel, the
printing and mailing of prospectuses to other than current shareholders, and the printing and
mailing of sales literature. In fact, as explained above, those expenses of Defendant ING

Distributor after the filing of this Complaint and during the Guarantee Period, will be de
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minimus.

37. Inlight of the factthat no sales of Fund shares have been, orwill be, made {o the public
during the Guarantee Period, the continuation of the Fund’s Plan and the Fund’s Agreement
with the Defendant ING Distributor, during the Guarantee Period was (and continues to be)
without any reasonable basis because there was (and continues to be) not bnly noreasonable
likelihood, there was (and continues to be) in fact no likelihood, that the continuation of the
Plan and the Agreement during that time period would benefit the Fund and its shareholders.
38. Inlight of the factthat no sales of Fund shares have been, or will be, made to the public
during the Guarantee Period, the payment by the Fund of the above referenced distribution
fees durjng the Guarantee Period was (and continues to be) without any reasonable basis
becauée there was (and continues to be) not only no reasonable likelihood, there was (and
continues to be) in fact no likelihood, that the payment by the Fund of the above referenced
distribution fees to the Defendant ING Distributors during that time period would benefit the
Fund and its shareholders.

39.  The Trustees of the Fund have a fiduciary duty to the Fund and its shareholders.
40. Byapprovingthe Plan and the Agreement, and by approving of the continuation of.the
Plan and the Agreement during the Guarantee.Period, in light of the fact that there was no
reasonable likelihood that payment by the Fund of the distributidn fees setforthinthe Plan and
the Agreement would benefit the Fund and its shareholders, the Trustees breached their
fiduciary duty tothe Fund and its shareholders and breached their obligations under SEC Rule

12b-1(e).
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41.  Asan affiliated company of the Defendants ING Investments and Aeltus, Defendant ING
Distributor has a fiduciary duty to the Fund and its shareholders. Furthermore, as an affiliated

company of the Defendants ING Investments and Aeltus, ING Distributor is liable under Sec.

36(b) of the Investment Company Act to the Fund for excessive compensation or payments

paid to it by the Fund.
42.  Bycollecting excessive distribution fees from the Fund during the Guarantee Period,

ING Distributor breached its fiduciary duty to the Fund and'its shareholders and is liable for

those excessive distribution fees paid to it by the Fund pursuant to Sec. 36(b) of the

Investment Company Act and the common law.

43.  Bycontinuingto collect excessive distribution fees from the Fund after the filing of this
Complaint, ING Distributor continues to breach its fiduciary duty to the Fund and its
shareholders and to violate Sec. 36(b) of the Investment Company Act.

The Excessive Management and Advisory Fees

44,  Sec. 15(a)of the Investment Company Act provides that any contractto serve as an
investment advisor of a registered investment company must:

a. specifically precisely all compensation to be paid thereunder;

b. provide that it is terminable, without cause and without penalty, on no more than
sixty days notice, by the investment company’s board of directors;

C. provide that it may continue in effect for more than two years only if its
continuance is specifically approved annually by a vote of the board of directors of the

investment company.
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45. The Fund has advisory and sub-advisory contracts with the Defendants ING
Investments énd Aeltus which contain the provisions described in the preceding paragraph |
(the “Investment Advisory Contracts”).

46. On information and belief, the Investment Advi;(ﬁry Contracts were approved by a
unanimous vote of the Trustees;

47.  Oninformation and belief, the continuation of the Investment Advisory Contracts was
approvéd by the unanimous vote of the Trustees some time prior to July 5, 2003.

48. TheDefendantING Investments, as the investment advisor forthe Fund, has overall and
ultimate responsibility for the management of the Fund’s investments, pursuant to the
investment criteria set forth in the Prospectus and the governing Fund documents. The
Defendant Aeltus, as the investment sub-advisor for the Fund, has the operating responsibility
for the management of the Fund investments, pursuant to the investment criteria set forth in
the Prospectus and the governing Fund documents. The Prospectus for the Fund describes,
atpages 2, 3 and 15, investment criteria for the Fund, during the Guarantee Period, and the
responsibilities of the Defendants ING Investments and Aeltus as the Fund’s investment
advisor and sub-advisor, respectively. Page 15 also sets forth the advisory and sub-advisory
feesto be paid by the Fund t'othe Defendants, ING Investments and Aeltﬁs. A copyvofthose
pages of the Prospectus for the Fund are attached hereto as Exhibit A, and are incorporated
herein by reference.

49.  As reflected in Exhibit A, the assets of the Fund are allocated, based upon criteria

described therein, into two components, the Equity Component and the Fixed Component.
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50. Sincethe cémmencement ofthe Guarantee Period, the Defendant ING Investments
has been paid an advisory fee by the Fund of .80% of the Net Asset Value of the Fund, each
year, in payment for the advisory services described above and in Exhibit A. That .80%
advisoryfeeis pa'id on all of the Net Asset Value of the Fu_nd, without regard to whetherthose
assets are invested in the Equity Component or the Fixed Componént.

51. Since the commencement of the Guarantee Period, the Defendant Aéltus hés been
paid a sub-advisory fee of .40% of the Net Asset Value of the Fund, each year, in payment for
the sub-advisory services described above and in Exhibit A. Aeltus’ sub-advisory fee has
been paid by ING Investments, out of the advisory fee paid to ING Investments by the Fund.
That .40% sub-advisory fee is paid on all of the Net Asset Value of the Fund, without regard
to whether those assets are invested in the Equity Component or the Fixed Component.
52.  Asupplementdated July 22,2003, was issued to the July 3, 2001, Prospectus for the
Fund (the “Supplement”). A copy of the Supplement is attached hereto as Exhibit B and
incorporated herein by reference. The Supplement provides that under specified
circumstances, the Equity Component of the Fund’'s investments could be invested in
exchange traded funds (“ETFs"), which are passively managed investment companies traded
on a securities exchange whose goal is to track or replicate a desired index. The Supplement
did not disclose any change in any investment advisory fees paid by the Fund to the
Defendants, ING investments and Aeltus. Accordingly, the Fund will pay the Defendant, ING
Investments, .80% of the net asset value of the Fund assets invested inthe ETFs and Aeltus

will be paid a sub-advisory fee of .40% of the net asset value of the Fund assets invested in

the ETFs.
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53. The Fuhd and the Other PP Funds have numerous common characteristics, and no
material differences, inthe way they are organized, marketed and in the way their assets are
managed and invested. Some of those common characteristics are:

a. They are all part of the ING Equity Trust, which is an open-end investment
management company registered under the Investment Company Act. The ING Equity Trust
is a Massachusetts business trust with at least 20 separate funds, one of which is the Fund
and seven of which are the Other PP Funds.

b.  Theirshares were sold to the public only during limited time periods, called the
Offering Phase or Offering Period. Thereafter there is a Guarantee Period of five years.
During the Guarantee Period no shares will be sold to either the public or current
shareholders, exceptforthe reinvestment of dividends by current shareholders. Thereafter
there will be an Index Plus LargeCap Period, during which shares will be offered, on a
continuing basis, only to existing shareholders.

C. The investment criteria and asset allocation during each of the defined ti'me
peribds —the Offering Phase, the Guarantee Period and the Index Plus LargeCap Period —
are identical or virtually identical.

d. The Defendant ING Invesfments is the investment advisor for all of the Other
PP Funds and its duties and responsibilities as investment advisor is identical for the Fund
and for all of the Other PP Funds.

e. The Defendant Aeltus is the investment sub-advisor for all of the Other PP
Funds and its duties and responsibilities as investment sub-advisor is identical for the Fund

and for all of the Other PP Funds.
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f. The same individual, Mary Ann Fernandez, Senior Vice President of Aeltus,
-serves as strategist for the Fund and all of the Other PP Funds. Furthermore, Ms. Fernandez
is responsible for overseeing the overall strategy of the Fund and all of the Other PP Funds
and the allocation of Fund Assets and the assets of the ‘Other PP Funds, between the Equity
and Fixed Components. |

- g. The same individual, Hugh T. M. Whelan, Portfolio Manager at Aeltus, co-
manages the Equity Component ofthe‘investments ofthe.Fund and the Equity Component of
the investments of all of the Other PP Funds.

h. The same individual, Douglas E. Cote,_v Portfolio M‘anager at Aeltus, co-
manages the Equity Component of the investments of the Fund and the Equity Corﬁponent of
the investments of all of the Other PP Funds.

. =~ Thesame indiQidua!, John Murphy, Portfolio Manager at Aeltus, manages the
Fixed Component investment of the Fund and all of the Other PP Funds.

54.  The Prospectus for the Principal Protection Fund VII (“PP Fund VII”) describes, at
pages 2, 3, and 17, investment criteria forthe PP Fund VII, during the Guarantee Period, and
the responsibilities of the Defendants ING Investmenté and Aeltus as PP Fund VII'sinvestment
advisor and sub-advisor, respectively. Page 17 also sets forth the advisory and sub-advisory
fees to be paid by Fund VIl to the Defendants, ING Investments and Aeltus. A Supplement,
dated June 24, 2003, to the PP Fund VII Prospectus (the "PP Fund VII Supplement”),
discloses the waiver, by ING Investments, of the entire .80% management fee described on
page 17 of the PP Fund VIl Prospectus. Pages 2, 3 and 17 of the PP Fund VIl and the PP

Fund VIl Supplement are attached hereto as Exhibit C and are incorporated herein by
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reference.

55.  Asreflected in Exhibit C, the Defendant ING Investments is currently being' paid no
annual investment advisory fee on the net asset value of the PP Fund VII. Thisis .80% less
than the investment advisory fee which }lNG Investments charges the Fund. .
56. As reﬂécted in Exhibit C, béfore the waivefbf the advisory fee described in the PP
Fund VIl Supplement, Aeltus was to receive an annual sub-advisory fee during the Guarantee
Period of .36% of the net assét value of the PP Fund VIl. |

57.  Asreflected in Exhibits A, B and C, the duties and responsibilities of the Defendant
ING In\)estments, as investment advisor forthe Fund and for PP Fund VII (which have virtually
identical investment c.rite—ria and parameters)are identica_l. ‘Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund more of the net asset value of the
Fund’sinvestments inthe Fixed and ETS Components than it will be baid by PP Fund Vlifor
identical investment advisory services.

58. The Prospectus for the PP Fund VIl describes, at pages 2, 3 and 17, investment
criteria for the PP Fund VIII, during the Guarantee Period, and the responsibilities of the
Defendants ING Investments and Aeltus as PP Fund VIII's investment advisor and sub-advisor,
respectively. Page 17 also sets forth the advisory and sub-advisory fees to be péid by the PP
Fund VIII, the Defendants, ING Ihvestments and Aeltus. A copy of those pages of the
Prospectus for the PP Fund VIl are attached hereto as Exhibit D, and are incorporated herein

by reference.
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59. As reflected in Exhibit D, the Defendant ING Investments will be paid an annual
~ investment advisory fee of .80% of net asset value of the PP Fund VIl investmentin the Equity
Component of the asset allocation but ING Investments will only be paid an annual investment
advisory fee of .55% of the net asset value of the PP Fund VIlI investments'in the Fixed
C-omponent and ETS Component of the asset allocation. Thisis .25% ofthe Net Asset Value
~of the investments in the Fixed Component and the ETS Component less than the .80%
investment advisory fee which ING Investments charges the Fund for its investments inits
Fixed and ETS Components.
60. Asreflected in Exhibits A, B and D, the d.uties and responsibilities of the Defendant
ING Investments, as investment advisor for the Fund and for PP Fund Vil (which have virtually
" identicalinvestment criteria and parameters) are identical. Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund .25% more of the net asset value
of the Fund’s investments in the Fixed and ETS Components than it will be paid by PP Fund
VIl for identical investment advisory services.
B61.  Thosefacts demonstrate that the investment advisory fees received by Defendant ING
Investments from the Fund, and to be received after the filing of this Complaint, are excessive.
62; As the investment advisor to the Fund, the Defendant ING Investments has a fiduciary
duty to the Fund and its shareholders.
63. By collecting expessive investment advisory fees from the Fund, Defendant ING
Investments breached its fiduciary duty to the Fund and its shareholders and violated Sec.

36(b) of the Investment Company Act.
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64.  Bycontinuingto collect excessive investment managementfees fromthe Fund after
the filing of this Complaint, Defendant ING Investments continues to breach its fiduciary duty
to the Fund and its shareholders and violate Sec. 36(b) of the Investment Company Act.
65.  Asreflected in Exhibit C, the Defendant Aeltus will be paid an annual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund VI during the
Guarantee Period, if the waiver of the investment advisory fees described in the PP Fund Vil
Supplementis reversed. This would be ;04% Iéss than the investment sub-advisoryfee which
Aeltus receives as investment sub-advisor for the Fund.

66. Asreflectedin Exhibit D, the Defendant Aeltus will be paid an annual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund VIl in the Equity
Componentand .2475% of the net asset vélue ofinvestments of the PP Fund Vlll inthe Fixed
Component. Thisis .04% less thanthe investment sﬁb-advisory fee which Aeltus receives as
investment sub-advisor for the Fund for Equity Component investments and .1525% less than
the investment sub-advisory fee which Aeltus receives as investment sub-advisor of the Fund
for the Fund’s Fixed Component investments.

-677. As reflected in Exhibits A, B, C and D, the duties and responsibilities of the Defendant
Aeltus, as investment sub-advisor forthe Fund and for PP Fund Vil and VIl (all of which have
virtually identical investment criteria and parameters) are identical. Nevertheless, the
Defendant Aeltus has received, and continues to receive, more from the Fund than it will be
paid for identical investment sub-advisory services to PP Fund VIl and VIII.

68. Thosefacts demonstrate thatthe investment sub-advisory fees received by Defendant

Aeltus, and to be received after the filing of this Complaint, are excessive.
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69. Asthe investmeﬁt sub-advisor to the Fund, the Defendant Aeltus has afiduciary duty
to the Fund and its shareholders.

70.  Bycollecting excessive investment sub-advisory fees, Defendant Aeltus breached its
fiduciary duty to the Fund and its shareholders and violated Sec. 36(b) of the Investment

Company Act.

- 71. By continuing to collect excessive investment advisory fees after the filing of this

Complaint, Defendant Aeltus continues to breach-its fiduciary duty to the Fund and its

shareholders and violate Sec. 36(b) of the Investment Company Act.

DERIVATIVE ALLEGATIONS

72.  This a;:tion is brought by the Plaintiffs derivatively, on behalf of the Fund, to recover
excessive Rule 12b-1 Distribution Fees paid by the Fund to the Defendant ING Distributor.
73.  Thisactionis also brought by the Plaintiffs, defivatively, on behalf of the Fund to recover
excessive management or advisory fees paid by the Fund to the Defendants, ING Investments
and Aeltus.

74.  Ineachinstance, the charging of, and receiving of, excessive fees by the Defendants,
from the Fund, constituted a breach by the Defendants of theirfiduciéry duty to the Fund and
violated Sec. 36(b) of the Investment Company Act.

75.  This action is brought by the Plaintiffs, derivatively, on behalf of the Fund, pursuantto
Rule 36(b) of the Investment Company Act. Accdrdingly, the Plaintiffs were not required to‘,
and have not, made demand upon the Trustees of the Fund to bring this action on behalf of

the Fund. See, Daily Income, Inc. v. Fox, 464 U.S. 523, 104 S.Ct. 831 (1984).
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76.  Evenifit had been required for demand to be made upon the Trustees to cause the
Fund to bring this action against the Defendants, the making of such demand in this case
would have been futile and, hence, is excused.
77.  Demand uponthe Trustees would have been futile because the claims asserted herein
are based upon the excessiveness of fees charged to the Fund by the Defendant pursuant to
the Plan; the Agreement and the Advisory Fee Contracts which the Trustees have specifically ... -
voted to approve and voted to continue.
78. Under these circumstances, each of the Trustees is deemed “interested” in the
fransaCtions and conduct at issue, because each of the Trustees “. . . is a party to the
transactions and condﬁct.” 1. ALl Principal of Corporate Goverhment: Analysis and
Recommendations Section 1.23(a)(1) (1994 ) as cited in Harhen v. Brown, 431 Mass. 838,
843 (2000). |
79. There being no disinterested trustees with respect to this matter, demand on the
Trustees would be futile.
80. Thatdemand would be futile under these circumstances is reinforced by the following
conclusion in Daily Income Fund, Inc., 464 U.S. at 546 (Stevens, J., concurring):

... ademand requirement would serve no meaningful purpose

... the contract against the Fund and its investment advisor had

been expressly approved by the independent directors of the

Fund. Since the disinterested directors are required to review

and approve all advisory fees and contracts under Sec. 15 of the

Act. . . a demand would be a futile gesture after directors have
already passed on the contract.
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COUNT |

Against the Defendant ING Distributor for Breach of Fiduciary Duty and For
Violation of Sec. 36(b) of the Investment Company Act

‘81. -The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
82. TheDefendant ING Distribufor is liable‘:t-o the Fund for breach of its ﬂduciary duty to the
Fund and its shareholders and for violation of Sec. 36(b) of the Investment Company Act.
83. TheFundhas been damaged bythé Defendant ING Distributor’s breach of its fiduciary

- duty to the Fund and its shareholders and by its violation of Sec. 36(b) of the Investment

Company Act, by the amount which the Defendant ING Distributor received fromthe Fund as

distribution fees during the Guarantee Period.

COUNT I
Against the Defendants ING Investments and Aeltus for Breach of Fiduciary Duty
and For Violation of Sec. 36(b) of the Investment Company Act

84. The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.

85.  The Defendant ING Investments and Aeltus are liable to the Fund for breach of their

- fiduciary duties to the Fund-and its shareholders and for violation of Sec. 36(b) of the

Investment Company‘Act. |

86. The Fund has been damaged by the breach by Defendants ING investments and Aeltus

of their fiduciary duties to the Fund and its shareholders and by their violations of Sec. 36(b)

of the Investment Company Act, by the excessive amounts which the Defendanté ING

Investments and Aeltus received and will receive as investment advisory and investment sub-

advisory fees.
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WHEREFORE: Plaintiffs pray this Honorable Court to:

A. Find the Defendants liable for breach of their fiduciary duties to the Fund and
its shareholders and for violation of Sec. 36(b) of the Investment Company Act;

B. Declarethatthe distribution,_advisory and sub-advisory fees thathave been and
continue to.be charged by the Defendants are excessive,

C. Issue a permanent injunction, enjoining the Defendants from continuing to
charge the distribution, advisory and sub-advisory fees which this Courtfinds
to be excessive;

D. Determine and award to the Fund the amount of excessive distribution, advisory
and sub-advisory fees that the Defendants have received from the Fund;

E. Award the Plaintiffs their reasonable attorneys fees and cost§;‘ and

F. Any other further relief which this Court finds just and proper.

. Dated: November 7, 2003

Submitted by the attorneys for the Plaintiffs,

Edward F. Haber BBG No. 215620

Christine E. Morin BBO No. 600237
- Shapiro Haber & Urmy LLP

75 State Street

Boston, MA 02109

(617) 439-3939

OF COUNSEL:
Richard J. Vita BBO No. 510260

77 Franklin Street, 3" FI.
Boston, MA 02110
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DECLARATION

Now comes Walter Price, Trustee, Revokable Living Trust D/T/D, 12/24/00, and he

hereby deposes and says:

1. | am a Plaintiffin the action entitied Walter Price and Heidi Hedlund, Trustees,
Revokable Living Trust D/T/D, 12/24/00, derivatively on behélf of ING Principal Protection
Fund v. ING Funds Distributor, LLC, ING Investments, LLC, and Aeltus Investment
Management, Inc., defendants, and ING Principal Protection Fund, nominal defendant.

2. | have reviewed the Derivative Complaint in the action. The allegations in

paragraph five of the Complaint are true and accurate to the best of my knowledge and belief.

Signed and sworn to this s day of October, 2003, underthe pains and penalties

of perjury.

| o Sna W v°
Walter Prrc/éf frustee\




EXHIBIT A




July 3, 2001 , Pilgrim Principal
: ' Protection Fund
Classes A, B and C

The Offering Phase will run from July 5, 2001 through October 3,
2001. All monies to purchase shares during the Offering Phase
must be received no later than October 3, 2001.

This prospectus contains important information about investing in
the Pilgrim Principal Protection Fund. You should read it carefully
before you invest, and keep it for future reference. Please note that
your investment: is not a bank deposit, is not guaranteed by the
Federal Deposit insurance Corporation (FDIC), the Federal Reserve
Board or any other government agency and is affected by market
fluctuations. There is no guarantee that the Fund will achieve its
objective. As with all muwal funds, the U.S. Securities and
Exchange Commission {SEC) has not approved or disapproved
these securities nor has the SEC judged whether the information in
this prospectus is accurate or adequate. Any representation to the
contrary is a criminal offense.




PILGRIM PrincipaL PROTECTION FUND

Adviser
ING Pilgrim Investments, LLC

Sub-Adviser

Aeltus tnvestment Management, Inc.

GUARANTEE
PeErIOD
OBIJECTIVE

During the Guarantee Period, the Fund seeks to
‘participate in favorable eguity market conditions while
preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PeriIOD
INVESTMENT
STRATEGY

%,

Under normal market conditions, during the Guarantee
Period the Fund's assets are allocated between an:

+ Equity Component, consisting primarily of common
stocks, and a

* Fixed Component, consisting primarily of
U.S. Government securities.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
Enhanced Index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s net assets in stocks included in the Standard
and Poor’'s 500 Index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may also include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor’s Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to.match the performance of the S&P 500 are invested in
proportion to their representation in the index. To
determine which stocks to weight more or less heavily, the
Sub-Adviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hold 400 stocks and generally
holds between 400 and 450 stocks included in the

S&P 500. Although the Equity Component will not hold ali .

of the stocks in the S&P 500, the Sub-Adviser expects that

2 Pilgrim Principal Protection Fund

there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets.

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed- Component — the Sub-Adviser looks 1o select
investments for the Fixed Component with financial
characteristics that will, at any point in time, closely

. resemble those of a portfolio of zero coupon bonds which

mature within one month of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.5. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers 1o the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine, on an ongoing basis, the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including, but not limited to:

+ the market value of the Fund's assets as compared to
the aggregate guaranteed amount;

* the prevailing level of interest rates;
+ equity market volatility; and

s the length of time remaining until the Guarantee
Maturity Date.

The model will determine the initial aliocation between
the Equity Component and the Fixed Component on the
first day of the Guarantee Period and will evaluate the
allocations on a daily basis thereafter. Generally, as the
market value of the Equity Component rises, more assets
are allocated to the Equity Component, and as the market
value of the Equity Component declines, more assets are
allocated to the Fixed Component.
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The model may require the Fund to have a portfolio
furnover rate in excess of 200%. Portfolio turnover refers
- to the frequency of portfolio transactions and the
percentage of portfolio assets being bought and sold
during the year.

Transition Period. After the Guarantee Maturity Date,
the Fund will, in the ordinary course of its investment
activities, sell any fixed-income securities remaining in its

portfolio and purchase stocks included in the S&P 500 and

S&P 500 futures contracts as soon as reasonably

practicable, in order to conform its holdings to the Fund’s

~ Index Plus LargeCap Period investment objective as
described later in the Prospectus.

GUARANTEE
PERIOD
Risks

The principal risks of an investment in the Fund during
the Guarantee Period arethose generally attributable 1o
stock and bond investing. The success of the Fund’s
strategy depends on the Sub-Adviser's ability to allocate
assets between the Equity Component and the Fixed
Component and in selecting investments within each
component. Because the Fund invests in both stocks and
bonds, the Fund may underperform stock funds when
stocks are in favor and underperform bond funds when
bonds are in favor,

The risks associated with investing in stocks include
sudden and unpredictable drops in the value of the
market as a whole and periods of lackluster or negative
performance. The performance of the Equity Component
also depends significantly on the Sub-Adviser's skill in
determining which securities to overweight, underweight
or avoid altogether.

The principal risk associated with investing in bonds is
“that interest rates may rise, which generally causes bond
prices to fall. The market value of a zero coupon bond
portfolio (which may include STRIPS) generally is more
volatile than the market value of a portfolio of fixed
income securities with similar maturities that pay interest

periodically. With corporate bonds, there is a risk that the
issuer will default on the payment of principal or interest.

If interest rates are fow (particularly at the inception of
the Guarantee Period), Fund assets may be largely
invested in the Fixed Component in order to increase the
likelihood of preserving the value of the Fund as
measured at the inception of the Guarantee Period. in
addition, if during the Guarantee Period the equity

markets experience a major decline, the Fund's assets may
become largely or entirely invested in the Fixed
Component. In fact, if the value of the Equity Component
were to decline by 30% in a single day, a complete and
irreversible reallocation to the Fixed Component may
occur. in this circumstance, the Fund would not participate
in any subsequent recovery in the equity markets. Use of
the Fixed Component reduces the Fund’s ability to
participate as fully in upward equity market movements,
and therefore represents some loss of opportunity, or
opportunity cost, compared to a portfolio that is more
heavily invested in equities. in addition, the terms of a
Financial Guaranty Agreement executed in connection
with the Guarantee prescribes the manner in which the

" Fund must be managed during the Guarantee Period.

Accordingly, the Financial Guaranty Agreement couid limit
the Sub-Adviser’s ability to alter the management of the
Fund during the Guarantee Period in response to
changing market conditions.

The use of futures contracts by the Fund can amplify a
gain or loss, potentially earning or losing substantially
more money than the actual cost of the investment. In
addition, while a hedging strategy can guard against
potential risks for the Fund as a whole, it adds to the
Fund's expenses and may reduce or eliminate potential
gains. There is also a risk that a futures contract intended
as a hedge may not perform as expected.

The asset allocation process results in additional
transaction costs such as brokerage commissions. This
process can have an adverse effect on the performance of
the Fund during periods of increased equity market
volatility. in addition, a high portfolio turnover rate,
which may alsoc have an adverse effect on the
performance of the Fund, may increase the Fund's
transaction costs.

The asset allocation process and sale of fixed-income
securities in connection with the transition period may -
also result in the realization of additional gains to the
Fund and may therefore also increase the tax iiability of
shareholders. The Fund will distribute any net gains and
income to shareholders. Such distributions are taxable to
shareholders even if the distributions are reinvested in the
Fund.

Shares of the Fund may fall in value and you could lose
money by investing in the Fund if you redeem your
shares prior to the Guarantee Maturity Date or if you
continue to hold Fund shares after the Guarantee
Maturity Date.

For a description of additional principal risks, see “'Other
Principal Risks of Investing in the Fund and "More
Information About Risks’’ later in this Prospectus.

>

If you have any questions, please call 1-800-992-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Pilgrim Investments, LLC, a Delaware limited liability
company (ING Pilgrim or Adviser), serves as the investment
adviser to the Fund. ING Pilgrim has overall responsibility
for the- management of the Fund. ING Pilgrim provides or
oversees all investment advisory and portfolio
management services for the Fund, and assists in
managing and supervising all aspects of the general day-
to-day business activities and operations of the Fund,
including custodial, transfer agency, dividend disbursing,
accounting, auditing, compliance and related services.

Organized in-December 1994, ING Pilgrim is registered as
an investment adviser. ING Pilgrim is an indirect wholly-
owned subsidiary of ING Groep N.V. (NYSE: ING) (ING
Group). ING Group is a globa! financial institution active in
the field of insurance, banking, and asset management in
more than 65 countries, with almost 100,000 empioyees.

As of May 31, 2001, ING Pilgrim managed over
$18.6 biilion in assets.

ING'PiIgrim's principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Pilgrim is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase 0.25%
Guarantee Period 0.80%
index Plus LargeCap Period 0.60%

ING Pilgrim has engaged Aeitus Investment Management,
Inc., a Connecticut corporation (Aeltus or Sub-Adviser), to
serve as the investment sub-adviser to the Fund’s
portfolio. Aeltus is responsible for managing the assets of
the Fund in accordance with its investment objectives and
policies, subject to oversight by ING Pilgrim.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Group, and is an affiliate of ING Pilgrim. Aeltus has
acted as adviser or sub-adviser to mutual funds since 1994
and has managed institutional accounts since 1972.

As of May 31, 2001, Aeltus managed over $41 billion in
assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub-advisory
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund. )

Offering Phase 0.125%
Guarantee Period 0:40 %
index Plus LargeCap Period 0.30 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the aliocation of Fund assets between the Eguity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Aetna inc.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.

Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994.

Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
guantitative equity analyst since 1996. Previously, Mr. Coté

was responsible for developing quantitative applications
for Aeltus' equity department.

Fixed Component. The Fixed Component is managed by
a team of Aeltus fixed-income specialists.

Portfolio Management During the Index Plus
LargeCap Period

It is anticipated that Messrs. Whelan and Coté will
manage the Fund during the index Pius LargeCap Period.

\’ i you have any questions, please call 1-800-992-0180.
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUNDS

Supplement Dated July 22, 2003
To The Class A, B and C Prospectuses
(Dates of Which are Indicated in Parentheses)

ING Principal Protection Fund * (July 3, 2001)
ING Principal Protection Fund II > (November 5, 2001)
ING Principal Protection Fund IIT (March 1, 2002)
ING Principal Protection Fund IV (June 7, 2002)
ING Principal Protection Fund V (October 11,2002)
ING Principal Protection Fund VI (January 10, 2003)
ING Principal Protection Fund VII (April 15, 2003)

The section entitled “Guarantee Period Investment Strategy,” on page'2 of each Prospectus, is

amended to insert the following subsection prior to the subsection entitled “Fixed Component”
on page 2: :

Investment Strategy Under Certain Market Conditions — In the event that the Equity
Component’s market value is $5 Million or less, in order to replicate investment in stocks
listed on the S&P 500, the Sub-Adviser may invest the entire amount of the Equity
Component’s assets in S&P 500 futures, in exchange traded funds (ETFs), or in a combination
of S&P 500 futures and ETFs, subject to any limitation on the Fund’s investments in such
securities. ETFs are passively managed investment companies traded on a securities exchange
whose goal is to track or replicate a desired index. The Sub-Adviser will not employ an
enhanced index strategy when it invests in S&P 500 futures and ETFs.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE

! Formerly named Pilgrim Principal Protection Fund.
? Formerly named Pilgrim Principal Protection Fund II.
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Prospectus

April 15, 2003 ING Principal

Protection Fund Vi
Classes A, B and C

The Offering Period will run from May 1, 2003 through July 10,
2003. All monies to purchase shares during the Offering Period
must be received no later than July 10, 2003.

‘these:seclitiésn SEC judged whetherthe'infor in
| sthis;prospectus.is.accurate:or-adequate Anystepresentationitosthe
i} -contraryiisacriminakoffense; . . o0 e
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Adviser
ING Investments, LLC

Sub-Adviser

Aeltus Investment Management, Inc.

(GUARANTEE
Periobp
OBJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions white

preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GQUARANTEE

PeriOD
INVESTMENT

STRATEGY

&

Principal Investment Strategies. The Fund will not
implement an "investment strategy” in any conventional
sense. Rather, the Fund’s asset allocation strategy seeks to
optimize the exposure of the series to the Equity
Component while protecting Fund assets. Assets allocated
to the Equity Component may be reduced or eliminated in
order to conserve assets at a level equal to or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the following asset classes:

* During the Offering Period, the Fund’s assets will be
invested in short-term instruments.

* During the Guarantee Period, the fund's assets wiil be
allocated between the:

* Equity Component, consisting of common stocks
included in the Standard and Poor’'s 500 Index
(S&P 500) and futures contracts on the S&P 500; and
the

+ Fixed Component, consisting primarily of short- to
intermediate-duration U.S. Government securities.

The Fund's asset allocation strategy is implemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controiling the risk that payment
under the Payment Undertaking will be reguired.
Consequently, there can be no assurance as to the
percentage of assets, if any, aflocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine on & daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including the then current market
value of the Fund, the then prevailing level of interest
rates, equity market volatility, the Fund's total annual
expenses, and the Maturity Date. The model determines
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the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any reallocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The allocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

" Equity Component — the Equity Component wili be

managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will empioy an
Enhanced Index Strategy. That strategy means that the
Sub-Aduviser invests at least 80% of the Equity
Component’s net assets in stocks included in the Standard
and Poor’s 500 index (S&P 500), aithough the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may also inciude up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are invested in
proportion to their representation in the Index. To
determine which stocks to weight more or iess heavily, the
Sub-Adviser uses internally developed guantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Compeonent must hold 400 stocks and generally
holds between 400 and 450 stocks included in the

S&P 500. Although the Equity Component will not hold all
of the stocks in the S&P 500, the Sub-Adviser expects that
there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets. '

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
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Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at'any point in time, closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to

intermediate-duration. Duration refers 1o the sensitivity of |

fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolio
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After July 15, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund's index Plus LargeCap Period investment
objective as described later in the Prospectus.

You could lose money on an investment in the Fund. Al}
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult

the Statement of Additional Information (SAl) for a
complete list of the risks and strategies.

PRINCIPAL
GUARANTEE
PerIOD
Risks

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as

the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihood that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund’s ability to participate
fully in upward equity market movement.

Aliocation Risk: If at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund's assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment would be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets would
include more fixed income securities. in addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund’s assets may become largely
invested in the Fixed Component. In fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would tikely occur. in the event of a reallocation of 100%
of the assets to the Fixed Component, the Fund would not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund's ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared to a portfolio
that is fully invested in equities.

Asset Allocation May Underperform Static Strategies.
The asset allocation process results in transaction costs.
Volatile periods in the market may increase these costs.
This process can have an adverse effect on the
performance of the Fund during periods of increased
equity market volatility. In addition, a high portfolio
turnover rate, which may also have an adverse effect on
the performance of the Fund, may increase the Fund's
transaction costs.

Opportunity Costs. There are substantial opportunity
tosts associated with an investment in the Fund. The fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund'’s assets to the Fixed
Component in order to conserve Fund assets to a level
equal to or above the present vailue of the Payment
Undertaking. :

initially, if interest rates are low, the allocation to the
Fixed Component may be over 70% of the Fund assets. If
the market value of the Equity Component rises, the
percentage of the Fund's assets allocated to the Equity
Component generally will also rise. However, the relative
volatility of these two Components as well as the past
performance of the Fund will affect these allocations. For
example, if the Fund incurs early losses, the Fund may

\/ If you have any questions, please call 1-800-892-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING Investments or Adviser), serves as the investment
adviser to the Fund. ING investments has overall
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
3ssists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend
disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING Investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a global financial institution active
in the fieid of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of March 31, 2003, ING Investments managed over
$32.5 billion in assets.

ING Investments’ principal address is 7337 Eést Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Investments is entitied to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period 0.25%
Guarantee Period 0.80%
Index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus Investment
Management, inc., a Connecticut corporation (Aeitus or
Sub-Adviser), to serve as the investment sub-adviser to the
Fund's portfolio. Aeltus is responsible for managing the
assets of the Fund in accordance with its investment
objectives and policies, subject to oversight by ING
Investments.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Groep N.V., and is an affiliate of ING Investments.
Aeiltus has acted as adviser or sub-adviser to mutual funds
since 1994 and has managed institutional accounts since
1972.

As of March 31, 2003, Aeltus managed over $38.1 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub-advisory
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period 0.36%
Iindex Plus LargeCap Period 0.27%

Portfolic Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Aetna Inc.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994.

Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving-as a
quantitative equity analyst since 1986. Previously, Mr. Coteé
was responsible for developing quantitative applications
for Aeltus’ equity department.

Fixed Component. John Murphy is a Portfolio Manager
for the ING Aeltus mortgage separate accounts and the
Fixed Component. In 1986, he joined Aeitus and has
served as a quantitative analyst and assistant portfolio
manager of fixed income investments. He is a Chartered
Financial Analyst.

\/ if you have any questions, please call 1-800-992-0180.
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 8§11-8817

ING PRINCIPAL PROTECTION FUND
Supplement Dated June 24, 2003
To The Class A, B and C Prospectus
ING Principal Protection Fund VII
Dated April 15,2003 .

The following amends the Section entitled "What You Pay to Invest" on page 7 as well
as the information regarding advisory, sub-advisory and administrative fees noted on
page 17.

ING Investments has agreed to modify the Expense Limitation Agreement to waive the
Management Fee, during all or a portion of the Guarantee Period, so that the Fund will have
Net Expenses on an annual basis of 0.95% for Class A shares, and 1.70% for Class B and C
shares. This action was taken because, 1n the current interest rate environment, the allocation
formula would permut little or no allocation to the Equity Component of the Fund under the
fee schedule outlined on page 7. The portion of the Fund's assets allocated to equity securities
does not affect the Guaranteed Amount but does impact the extent to which the fund offers

the potential to participate in equity markets. The Expense Limitation Agreement may be
modified during the Guarantee Period to reinstate some or all of the fees upon approval of the
Fund’s Board of Trustees.

There is no assurance as to the allocation of Fund assets to the Equity Component. If interest
rates on the types of securities included in the Fixed Component continue to decline or the
market value of the Equity Component declines, the allocation to the Equity Component may
decline from its initial position, or be eliminated altogether, and the Fund would not
participate in any increases or decreases in the equity market after that time. The asset
allocation does not affect the Payment Undertaking of the Fund, nor does it affect the
Guaranteed Amount. However it will determine the allocation of Fund assets invested in the
Equity Component and the ability of the Fund to participate in the equity market. .

The following amends all references to the following dates in the Prospectus: Offering
Period, Quiet Period, Guarantee Period, Guarantee Maturity Date and Index Plus
LargeCap Period:

The Offering Period of the Fund will close on June 24, 2003. Therefore, all other related
dates have been accelerated as outlined below:

Offering Period May 1, 2003 to June 24, 2003
Quiet Penod June 25, 2003 to June 29, 2003
Guarantee Period June 30, 2003 to June 26, 2008
Guarantee Maturity Date June 26, 2008

Index Plus LargeCap Period Begins June 27, 2008

PPF7TABCSUP062403-062403
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Prospectus

September 5, 2003

Classes A, B and C

The Offering Period will run from October 1, 2003 through
December 15, 2003. All monies to purchase shares during the
Offering Period must be received no later than December 15, 2003.
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ING PriNncIpaL ProTECTION FUND VI

Adviser
ING Investments, LLC

Sub-Adviser
Aeltus Investment Management, Inc.

" QUARANTEE
PERIOD
OBIECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while

preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PeERIOD
INVESTMENT
STRATEGY

D

Principal Investment Strategies. The Fund will not
implement an “investment strategy” in any conventional
.sense. Rather, the Fund’s asset allocation strategy seeks to

optimize the exposure of the Fund to the Equity
Component while protecting Fund assets. Assets allocated
to the Equity Component may be reduced or eliminated in
order 1o conserve assets at a level equal to or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the foliowing asset classes:

» During the Offering Period, the Fund's assets will be
invested in short-term instruments,

» During the Guarantee Period, the Fund's assets will be
allocated between the:

» Equity Component, consisting primarily of common
stocks included in the Standard and Poor’s 500
Composite Stock Price index (S&P 500), and futures
contracts on the S&P 500; and the

» Fixed Component, consisting primarily of short- to
intermediate-duration U.S. Government securities.

The Fund’s asset allocation strategy is implemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, allocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model 1o determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including the then current market
value of the Fund, the then prevailing level of interest
rates, equity market volatility, the Fund’s total annual
expenses, and the Maturity Date. The model determines

2 ING Principal Protection Fund Vil

the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any realiocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity ‘
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The aliocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Componernit — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
enhanced index strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component's net assets in stocks included in the S&P 500,
although the weightings of the stocks will vary somewhat
from their respective weightings in the S&P 500, as
described below. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are generally
invested in proportion to their representation in the
index. To determine which stocks to weight more or less
heavily, the Sub-Adviser uses internally developed
quantitative computer models to evaluate various criteria,
such as the financial strength of each company and its
potential for strong, sustained earnings growth. It is
expected that at any one time the Equity Component wili
hold at least 400 stocks and generally will hold between
400 and 450 stocks included in the S&P 500. Although the
Equity Component will not hold all of the stocks in the
S&P 500, the Sub-Adviser expects that there will be a close
correlation between the performance of the Equity
Component and that of the S&P 500 in both rising and
falling markets.

Under normal market conditions, up to 20% ot the Equity
Component’s net assets may be invested in futures
contracts for hedging purposes or to maintain liquidity to
meet shareholder redemptions and minimize trading costs.
Futures contracts provide for the future sale by one party
and purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
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specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and futures contracts on U.S.
Treasury securities.

investment Strategy Under Certain Market Conditions —
In the event that the Equity Component’s market vatue is
$5 Miliion or less, in order to replicate investment in

stocks listed on the S&P 500, the Sub-Adviser may invest

the entire amount of the Equity Component’s assets in
S&P 500 futures, in exchange traded funds (ETFs), or in a
combination of S&P 500 futures and ETFs, subject to any
limitation on the Fund's investments in such securities.
ETFs are passively managed investment companies traded
on a securities exchange whose goal is to track or
replicate a desired index. The Sub-Adviser will not employ
an enhanced index strategy when it invests in S&P 500
futures and ETFs.

Fixed Component — the Sub-Adviser looks to select

- investments for the Fixed Component with financial

characteristics that will, at any point in time,.closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS {Separate Trading of Registered Interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by 5&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolic
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After December 22, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund's index Plus LargeCap Period investment
objective as described later in the Prospectus.

PrinCIPAL
GUARANTEE
PErIOD
Risks

F

You could lose money on an investment in the Fund. All
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult
the Statement of Additional information (SAI) for a
complete iist of the risks and strategies.

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as
the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihood that a significant portion of
Fund assets are aliocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund’s ability to participate
fully in upward equity market movement.

Allocation Risk: If at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund’s assets may be largely invested inthe Fixed
Component in order to decrease the likelihood that a
payment would be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets would
include more fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund’s assets may become largely
invested in the Fixed Component. in fact, if the value of
the Equity Component were to decline by a significant
amount, a complete realiocation to the Fixed Component
would likely occur. In the event of a realiocation of 100%
of the assets to the Fixed Component, the Fund would not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund’s ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared-to a portfolio
that is fully invested in equities.

Opportunity Costs. There are substantial opportunity

- costs associated with an investment in the Fund. The Fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund's assets to the Fixed
Component in order to conserve Fund assets to a ievel
equal to or above the present value of the Payment
Undertaking.

initially, if interest rates are low, the aliocation to the
Fixed Component may be over 70% of the Fund assets. If
the market value of the Equity Component rises, the

It you have any questions, please call 1-800-992-0180,
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING investments or Adviser), serves as the investment
adviser to the Fund. ING Investments has overall
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists .in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend

disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING Investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of July 31, 2003, ING Investments managed over
$34.4 billion in assets.

ING Investments’ principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING investments is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period 0.25%
Guarantee Period
— Equity Component 0.80%
— Fixed Component 0.55%
— ETF Strategy 0.55%
Index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus investment
Management, inc., a Connecticut corporation (ING Aeltus
or Sub-Adviser), to serve as the investment sub-adviser to
the Fund'’s portfolio. ING Aeltus is responsible for
managing the assets of the Fund in accordance with its

investment objectives and policies, subject to oversight by
ING Investments.

Founded in 1972, ING Aeltus is registered as an investment
adviser. ING ‘Aeltus is an indirect wholly-owned subsidiary
of ING Groep N.V., and is an affiliate of ING Investments.
ING Aeltus has acted as adviser or sub-adviser to mutual

funds since 1994 and has managed institutional accounts
since 1972.

As of July 31, 2003, ING Aeltus managed over $41 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, ING Aeltus is entitled to receive a sub-
advisory fee as set forth below. The sub-advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period

— Equity Component 036 %

— Fixed Component 0.2475%
— ETF Strategy 0.2475%
Index Plus LargeCap Period 027 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, ING Aeltus, serves as strategist for the Fund and
is responsible for overseeing the overall.Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined ING Aeltus in 1996 as
Vice President of product development and is currently
serving as a Portfolio Specialist, assisting in the management

and marketing of certain equity strategies managed by ING
Aeltus.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, ING Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as.a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in ING Aeltus’ fixed income group since 1994.

Douglas E. Coté, Portfolio Manager, ING Aeltus, co-
manages the Equity Component. Mr. Coté has been
serving as a quantitative equity analyst since 1986.
Previously, Mr. Coté was responsible for developing
guantitative applications for ING Aeltus’ equity
department.

Fixed Component. The Fixed Component is managed by
a team of fixed-income specialists led by James B.
Kauffmann. Mr. Kauffmann joined ING Groep N.V. in 1996
and has over 17 years of experience. Prior to joining ING -
Groep N.V. he spent four years at Alfa Investments inc.,
where he was senior fixed income portfolic manager.
Additionally, he has worked in the capital markets group
of a major Wall Street dealer and served as an analyst
with a venture capital fund.

Portfolio Management During the Index Plus
LargeCap Period :

It is anticipated that Messrs. Whelan and Coté will
manage the Fund during the Index Plus LargeCap Period.

‘ If you have any guestions, please call 1-800-992-0180.
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: QAQ440 (Rev. 10/93) Summons in a Civil Action

UNITED STATES DISTRICT COURT

District of MASSACHUSETTS

WALTER PRICE AND HEIDI HEDLUND, TRUSTEES,
REVOCABLE LIVING TRUST D/T/D 12/24/00,
DERIVATIVELY ON BEHALF OF ING PRINCIPAL

PROTECTION FUND SUMMONS IN A CIVIL CASE
v. /\\\\
ING DISTRIBUTOR, LLC, ET. ALS. / \\;\
| | | , "Rscsivs\@\\
CASE NUMBER: e o5
AN WD g %
o 4T
\ w\\ ~£/Uj N\

_____ R \O\ %/ &
TO: (ch and address ot'.Dcfcndam) 0 31,“ ’ 1 2 1 9 g J LT

ING INVESTMENTS, LLC
7337 EAST DOUBLETREE RANCH RD.
SCOTTSDALE, AZ 85258

1

YOU ARE HEREBY SUMMONED and required to serve upon PLAINTIFF’S ATTORNEY (name and address)

EDWARD F. HABER

SHAPIRO HABER & URMY LLP

75 STATE STREET, BOSTON, MA 02109
(617) 439-3939

an answer to the complaint which is herewith served upon you, within 20 days after service of this

" summons upon you, exclusive of the day of service. If you fail to do so, judgment by default will be taken against you for
the relief demanded in the complaint. You must also file your answer with the Clerk of this Court within a reasonable
period of time after service.

[/ -2
Y,

CLERK . DATF

(By) DEPUTY CLERK




[VARA0 (Rev. 10/93) Summons in a Civil Action

-

RETURN OF SERVICE

] DATE
Service of the Summons and complaint was made by me!"

NAME OF SERVER (PRINT) TITLE

Check one box below to indicate appropriate method of service

[1 Served personally upon the third-party defendant. Place where served:

O Left copies thereof at the defendant’s dwelling house or usual place of abode with a person of suitable age and
discretion then residing therein. '

Name of person with whom the summons and complaint were left:

{0 Returned unexecuted:

{1 Other (specify):

STATEMENT OF SERVICE FEES

TRAVEL SERVICES . TOTAL

DECLARATION OF SERVER

I declare under penalty of petjury under the laws of the United States of America that the foregoing information
contained in the Return of Service and Statement of Service Fees is true and correct.

. Executed on

Date Signature of Server

Address of Server




UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

Walter Price and Heidi Hedlund,
Trustees, Heidi Hedlund and

Walter Price Revocable Living Trust
D/T/D, 12/24/00, derivatively on behalf
of ING Principal Protection Fund,

Civil Action No.
Plaintiffs,

JURY TRIAL DEMANDED
VS.

ING Funds Distributor, LLC, ING
Investments, LLC, and Aeltus
Investment Management Inc.,

Defendants, and

ING Principal Protection Fund,

Nominal Defendant.

DERIVATIVE COMPLAINT

Plaintiffs, through their attorneys, allege upon information and belief, except as to the
allegations which pertain to the plaintiffs and their counsel, which are alleged upon personal
knowledge. Plaintiffs’ information and belief are based, interalia, on the investigation made

by their attorneys.

INTRODUCTION

This is an action brought by the Plaintiffs against the Defendants, ING Funds Distributor

LLC, ING Investments, LLC, and Aeltus Investment Management Inc., derivatively on behalf




duty to the Fund and the Fund’s shareholders and for violation of Section 36(b) of the
Investment Company Act of 1940 (the “Investment Company Act”), 15U.S.C. §80a-35(b). The
Plaintiffs allege herein that the Defendants have breached theirfiduciary duty to the Fund and
its shareholders, and violated Section 36(b) of the Investment Company Act, by charging and
receiving from the Fund, Rule 12b-1 distribution fees (the “Distribution Fees”) and advisory
fees which are excessive. Plaintiffs seek recovery for the Fund, from the Defendants, the

excessive fees paid by the Fund to the Defendants.

JURISDICTION AND VENUE

1. This Court has jurisdiction over this action pursuant to Section 44 of the Investment
Company Act and 28 U.S.C. §§1331,1332,1337 and 1367. The amount in controversy
exceeds $75,000, exclusive of interest and costs.

2. This action arises under and is brought pursuant to Section 36(b) of the Investment
Company Act and the common law of the Commonwealth of Massachusetts.

3. Venue is proper in this district pursuant to Section 44 of the Investment Company Act
and 28 U.S.C. §1391(b), because the Fund is organized pursuantto Massachusetts law and
because the Defendants transact business in this district and many of the acts complained
of herein occurred in substantial part in this district.

4. In connection with the acts alleged in this Complaint, Defendants, directly or indirectly,
used the means and instrumentalities of interstate commerce including, but not limited to, the

mails and the interstate telephonic voice and data communications.




PARTIES

5. The Plaintiffs Walter Price and Heidi Hedlund are trustees of the Heidi Hedlund
and Walter Price Revocable Living Trust D/T/D 12/24/00. They are, in that capacity,
hereinafter referred to as the “Plaintiffs.” The Plaintiffs purchased 22,528 shares of the Fund
on July 5, 2001 and they have held those shares continuously to the present.

6. The Defendant, ING Investments, LLC (“ING Investments”), formerly known as ING
Pilgrim Investments, LLC, is a Delaware limited liability company. Itis an “investment advisor”
to the Fund, as thatterm is defined in Section 2(a)(20) of the Investment Company Act, and
asthattermisused in Section 36(b) of the Investment Company Act. ING Investmentsisan
indirect wholly-owned subsidiary of ING Groep N.V. (“ING Group”). ltis an “affiliated company”
and an “affiliated person” of the Defendants Aeltus Investment Management, Inc., and ING
Funds Distributor, LLC., as those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the
Investment Company Act. Itis an affiliated person of those Defendants as thattermis used
in Section 36(b) of the Investment Company Act.

7. The Defendant Aeltus Investment Management, Inc. (“Aeltus”), is a corporation
organized under the laws of the State of Connecticut. Itis an “investment advisor’to the Fund,
as thattermis defined in Section 2(a)(20) of the Investment Company Act, and as thatterm
is used in Section 36(b) of the Investment Company Act. Aeltusis an indirect wholly-owned
subsidiary of ING Group. It is a “affiliated company” and an “affiliated person” of the
Defendants ING Investments and ING Funds Distributor, LLC., as those terms are defined in
Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act. Itis an affiliated person of

those Defendants as that term is used in Section 36(b) of the Investment Company Act.
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8. The Defendant, ING Funds Distributor, LLC (“ING Distributor”) is a limited liability
company. ING Distributor is an indirect wholly-owned subsidiary of ING Group. Itis an
“affiliated company” and “affiliated person” of the Defendants ING Investments and Aeltus, as
those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act.
It is an affiliated person of those Defendants as that term is used in Section 36(b) of the
Investment Company Act.

9. The Nominal Defendant, ING Principal Protection Fund (the “Fund”), (formerly known
as Pilgrim Principal Protection Fund), is part of the ING Equity Trust (the “Trust”), whichis an
open - end investment management company registered underthe Investment Company Act.
ING Equity Trust is a Massachusetts business trust with at least 20 separate funds, one of
which is the Fund.

Facts Reqgarding the Fund

10.  The Fund is the first of a series of virtually identical registered open-end investment
management companies which have been formed by the Defendants and their affiliates.
Those other funds are entitled ING Principal Protection Fund i, 11, 1V, V VI,Viland VIIl. They
are collectively referred to herein as the “Other PP Funds.” All of the Other PP Funds are part
ofthe ING Equity Trust. ING Principal Protection Fund VIl (*PP Fund Vill") has been recently
formed and, as of the filing of this Complaint, it is in its Offering Period, when its shares are
being offered to the public.

11.  The business and affairs of the ING Equity Trust and of the Fund are purportedly
managed under the direction of the ING Equity Trust Board of Trustees. There are eleven

trustees who are the members of the Trust's Board of Trustees.
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12.  Twoofthose Trustees, Thomas J. Mclnerney and John G. Turner, are considered by
the Trust to be “interested persons” and hence, not independent trustees of the Trust.
13.  The other trustees of the Trust are: Paul S. Doherty, J. Michael Earley, R. Barbara
Gitenstein, Walter H. May, Jock Patton, David W.C. Putnam, Blaine E. Rieke, Roger B..
Vincentand Richard A. Wedemeyer. Those trustees have been designated by the Fund as
persons who are not aninterested person of the Trust, as defined inthe Investment Company |
Act, and hence, they have been designated by the Fund as independent trustees. Those
Trustees are hereinafter, collectively referred to as the “Independent’ Trustees.” The use of
that term to refer to those trustees is based upon that designation by the Fund, and is nota
statement by Plaintiffs that those Trustees have been properly designated as independent
trustees, under the Investment Company Act.

14. Al of the trustees of the Trust identified in the two preceding paragraphs are
sometimes collectively referred to herein as the “Trustees” or the “Board of Trustees.”
15.  Forall purposes underthe Investment Company Act and SEC Rule 12b-1 promulgated
thereunder, the Board of Trustees of the Trust constitute the “board of directors” of the Trust
andthe Fund as the term “board of directors” is used in the Investment Company Actand Rule
12b-1.

16.  Forall purposesunderthe Investment CompanyActand SEC Rule 12b-1 the Trustees
arethe “directors” of the Trust and the Fund as the term “directors” is used in the Investment
Company Act and Rule 12b-1.

17. The Trustees are also the directors or trustees of all of the Other PP Funds.




18.  The“Independent’ Trustees are the directors or trustees of numerous trusts which are

part of the ING mutual fund complex which trusts have a total of 114 portfolios.

SUBSTANTIVE ALLEGATIONS

The Excessive Rule 12b-1 Distribution Fees

19.  Sharesinthe Fund were offered for sale to the public pursuant to a prospectus dated
July 3,2001. Underthe terms of the offering investors could purchase shares in the Fund only
during the time period from July 5, 2001 through October 3, 2001, which time period was
referred to in the prospectus as the “Offering Phase.”

20.  The period from October 4, 2001 through October 3, 2006, is defined in the prospectus
as the “Guarantee Period.” During the Guarantee Period, no additional shares of the Fund
have been or will be sold either to the general public or to the existing shareholders of the
Fund, except forthe reinvestment of shares into the Fund of dividends received from the Fund
by current shareholders.

21.  The prospectus defines the period after October 3, 2006 as the “Index Plus LargeCap
Period.” During the Index Plus LargeCap Period, shares of the Fund will be offered, on a
continuing basis, only to existing shareholders of the Fund.

22. SEC Rule 12b-1 permits, subject to specified requirements, the establishment by a
registered open-end management investment company of a Rule 12b-1 plan and the entering
into by aregistered open-end management company, a Rule 12b-1 agreement, which plan
and agreement provide for the payment by the registered open-end management investment

company for activities which are primarily intended to result in the sale of shares issued by
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such company, including, but not necessarily limited to, advertising, compensation of
underwriters, dealers, and sales personnel, the printing and mailing of prospectusesto other
than current shareholders, and the printing and mailing of sales literature.

23. | SEC Rule 12b-1 requires that;

a. anyRule 12b-1 plan proQiding for distribution payments to be made by aregistered
open-end management investment company, must be terminable at any time by a vote of a
majority of the disinterested directors of the investment company;

b. anyagreementtoimplementaRule 12b-1 plan providing for distribution payments
to be made by a registered open-end management investment company, must be terminable
on 60 days notice by a vote of a majority of the disinterested directors of the investment
compény;

c. anyRule 12b-1 plan oragreementto implement such a plan, which provides that
it shall continue in effect for more than one year, must provide that such continuance be
specifically approved, atleast annually, by a majority of the board of directors and majority of
the disinterested directors; |

d. directors of aninvestment company may not approve the implementation orthe
continuation of a Rule 12b-1 plan, unless they conclude, in the exercise of reasonable
business judgment and in light of their fiduciary duties under state law and under Sections
36(a) and (b) of the Investment Company Act, that there is a reasonable likelihood that the

plan will benefit the investment company and its shareholders.




24. Inlightof the lack of any public sales or distribution of shares of the Fund during the
Guarantee Period, the costs incurred by the Defendant ING Distributor or any other affiliated
company of the Defendants during the Guarantee Period, for any activity which was or will be
primarily intended to result in the sale of shares issued by the Fund during the Guarantee
Period, including, but not limited to, advertising, compensation of underwriters, dealers, and
sales personnel, the printing and mailing of prospectuses to other than current shareholders,
and the printing and mailing of sales literature, have been and will continue to be de minimus.
25. Prior to the beginning of the Offering Phase, the Fund enacted a plan (the “Plan”)
purportedly pursuant to Securities and Exchange Commission (“SEC”) Rule 12b-1, pursuant
to which the Fund would pay the Defendant ING Distributor an annual distribution fee (paid
monthly) equal to 1% of the net asset value of the Fund.

26.  Since the Plan was enacted prior to the sale of shares of the Fund to the public, the
Plan was not approved by a vote of a majority of the owners of a majority of the outstanding
shares of the Fund. See Rule 12b-1(b)(1).

27.  The Planwas approved by a unanimous vote of the Board of Trustees of the Fund and
by a unanimous vote of the “Disinterested” Trustees.

28.  Priortothe beginning of the Offering Phase, the Fund also entered into an agreement
with the Defendant ING Distributor (the “Agreement”), pursuant to the Plan and purportedly
pursuantto Rule 12b-1, pursuantto which the Fund would pay the Defendant ING Distributor
an annual distribution fee (paid monthly) equal to 1% of the net asset value of the Fund.
29. The Agreement was approved by a unanimous vote of the Board of Trustees of the

Fund and by a unanimous vote of the “Disinterested” Trustees of the Fund.
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30. The Plan and Agreement both provide (as required by Rule 12b-1(b)(3)(i)) that they
may continue for more than one year only if they are specifically approved by a vote of the
Board of Trustees and by a vote of the “Independent” Trustees, at least annually.

31.  Oninformation and belief, the Trustees and the “Independent” Trustees, specifically
voted Unanimously to continue the Plan and the Agreement, on atleast two annual occasions,
since their original approval of the Plan and the Agreement.

32. Oninformation and belief, the Trustees, at least quarterly since October 2001, have
received and reviewed a written report of the amount paid by the Fund to the Defendant ING
Distributor and the purposes for which such expenditures were made. The Trustees did not
vote to discontinue or terminate the Plan or the Agreement after any of those reviews.
33. Since October4, 2001, the beginning of the Guarantee Period, to the present, the Fund
has been charged by, and has paid to, the Defendant ING Distributor, prursuantto the Plan and
the Agreement, a Distribution Fee (paid monthly) equal to 1% of the net asset value of the
Fund peryear. During its fiscal year ended May 31, 2002, the Fund paid the Defendant ING
Distributor approximately $3,300,000 in Distribution Fees. Duringits fiscal year ended May
31, 2003, the Fund paid the Defendant ING Distributor approximately $4,500,000 in
Distribution Fees. Plaintiffs estimate thatthe Fund, since May 31, 2003, continued to pay the
Defendant ING Distributor approximately the same periodic amounts for distribution fees as
it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that the
Fund has paid the Defendant ING Distributor approximately $4,500,000 in Distribution Fees
during the one-year period prior to the filing of this Complaint and approximately $9,000,000

- in Distribution Fees since the beginning of the Guarantee Period.
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34.  The Distribution Fees paid by the Fund to the Defendant ING Distributor were
excessive, because those payments materially exceeded the expenses incurred by the
DefendantING bistributorduring that time period, which expenses were incurred primarily to
result in the sale of shares issued ‘by the Fund, including, but not limited to, advertising,
compensation of underwriters, dealers, and sales personnel, the printing and mailing of
prospectuses to other than current shareholders, and the printing and mailing of sales
literature. Infact, as explained above, those expenses of Defendant ING Distributor since the
beginning of the Guarantee Period were de minimus.

35. Plaintiffs estimate that the Fund, after the filing of this Complaint, will continue to pay the
Defendant ING Distributors approkimatelythe same periodic amounts for Distribution Fees
as it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that
the Fund will pay the Defendant ING Distributor, each month after the filing of this Complaint,
approximately $375,000 in Distribution Fees.

36. The Distribution Fees that will be paid by the Fund to the Defendant ING Distributor after
the filing of this Complaint and during the Guarantee Period will be excessive, because those
payments will materially exceed the expenses that will be incurred by the Defendant ING
Distributor after the filing of the Complaint and during the Guarantee Period, which expenses
will be incurred primarily to result in the sale of shares issued by the Fund, including, but not
| limited to, advertising, co‘mpensation of underwriters, dealers, and sales personnel, the
printing and mailing of prospectuses to otherthan current shareholders, and the printing and
mailing of sales literature. In fact, as explained above, those expenses of Defendant ING

Distributor after the filing of this Complaint and during the Guarantee Period, will be de
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minimus.

37. Inlight of the factthat no sales of Fund shares have been, or will be, made fo the public
during the Guarantee Period, the continuation of the Fund’s Plan and the Fund’s Agreement
with the Defendant ING Distributor, during thé Guarantee Period was (and continuesto be)
without any reasonable basis because there was (and continues to be) not bnly no reasonable
likelihood, there was (and continues to be) in fact no likelihood, that the continuation of the
Plan and the Agreement during that time period would benefit the Fund and its shareholders.
38. Inlightofthe factthat no sales of Fund shares have been, or will be, made to the public
during the Guarantee Period, the payment by the Fund of the above referenced distribution
fees dur_ing the Guarantee Period was (and continues to be) without any reasonable basis
becauée there was (and continues to be) not only no reasonable likelihood, there was (and
continues to be) in fact no likelihood, that the payment by the Fund of the above referenced
distribution fees to the Defendant ING Distributors during that time period would benefitthe
Fund and its shareholders.

39.  The Trustees of the Fund have a fiduciary duty to the Fund and its shareholders.
40. By approvi.ng the Plan and the Agreement, and by approving of the continuation of.the
Plan and the Agreement during the Guarantee.Period, in light of the fact that there was no
reasonable likelihood that payment by the Fund of the distributidn fees setforthinthe Plan and
the Agreement would benefit the Fund and its shareholders, the Trustees breached their

fiduciary duty to the Fund and its shareholders and breached their obligations under SEC Rule

12b-1(e).
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41.  Asan affiliated company of the Defendants ING Investments and Aeltus, Defendant ING
Distributor has a fiduciary duty to the Fund and its shareholders. Furthermore, as an affiliated
company of the Defendants ING Investments and Aeltus, ING Distributoris liable under Sec.
36(b) of the Investment Company Act tQ the Fundfor exéessive compensation or payments
paid to it by the Fund.
42. ‘By collecting excessive distribution fees from the Fund during the Guarantee Period,
ING Distributor breached its fiduciary duty to the Fund and.its shareholders and is liable for
those excessive distribution fees paid to it by the Fund pursuant to Sec. 36(b) of the
Investment Company Act and the common law.
43. Bycontinuingto collect excessive distribution fees from the Fund after the filing of this
Complaint, ING Distributor continues to breach its fiduciary duty to the Fund and its
shareholders and to violate Sec. 36(b) of the Investment Company Act.
The Excessive Management and Advisory Fees

44.  Sec. 15(a) of the Investment Company Act provides that any contractto serve as an
investment advisor of a registered investment company must:

a. specifically precisely all compensation to be paid thereunder;

b. provide that itis terminable, without cause and without penalty, on no more than
sixty days notice, by the investment company’s board of directors;

C. provide that it may continue in effect for more than two years only if its

continuance is specifically approved annually by a vote of the board of directors of the

investment company.
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45. The Fund has advisory and sub-advisory contracts with fhe Defendants ING
Investments énd Aeltus which contain the provisions described in the preceding paragraph
(the “Investment Advisory Contracts”). |

46. On information and belief, the Investment Advi;ory Contracts were approved by a
unanimous vote of the Trustees.

47.- Oninformation and belief, the continuation of the Investment Advisory Contracts was
apprerd by the unanimous vote of the Trustees some time prior to July 5, 2003.

48. TheDefendantING Investments, as the investment advisor for the Fund, has overall and
ultimate responsibility for the management of the Fund’s investments, pursuant to the
investment criteria set forth in the Prospectus and the governing Fund documents. The
Defendant Aeltus, as the investment sub-advisor for the Fund, has the operating responsibility
for the management of the Fund investments, pursuant to the investment criteria set forth in
the Prospectus and the governing Fund documents. The Prospectus for the Fund describes,
atpages 2, 3 and 15, investment criteria for the Fund, during the Guarantee Period, and the
responsibilities of the Defendants ING Investments and Aeltus as the Fund’s investment
advisor and sub-advisor, respectively. Page 15 also sets forth the advisory and sub-advisory
fees to be paid by the Fund t;) the Defendants, ING Investments and Aeltué. A copy of those
pages of the Prospectus for the Fund are attached hereto as Exhibit A, and are incorporated
herein by reference.

49.  Asreflected in Exhibit A, the assets of the Fund are aliocated, based upon criteria

described therein, into two components, the Equity Component and the Fixed Component.
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50. Sincethe commencementofthe Guarantee Period, the Defendant ING Investments
has been paid an advisory fee by the Fund of .80% of the Net Asset Value of the Fund, each
year, in payment for the advisory services described above and in Exhibit A. That .80%
advisory fee is paid on all of the Net Asset Value ofthe F und, without regard to whetherthose
assets are invested in the Equity Component or the Fixed Componént.

51.  Since the commencement of the Guarantee Period, the Defendant Aéltus hés been
paid a sub-advisory fee of .40% of the Net Asset Value of the Fund, each year, in payment for
the sub-advisory services described above and in Exhibit A. Aeltus’ sub-advisory fee has
been paid by ING Investments, out of the advisory fee paid to ING Investments by the Fund.
That .40% sub-advisory fee is paid on all of the Net Asset Value of the Fund, without regard
to whether those assets are invested in the Equity Component or the Fixed Component.
52.  Asupplementdated July 22, 2003, was issued to the July 3, 2001, Prospectus for the
Fund (the “Supplement”). A copy of the Supplement is attached hereto as Exhibit B and
incorporated herein by reference. The Supplement provides that under specified
circumstances, the Equity Component of the Fund’s investments could be invested in
exchange traded funds ("ETFs"), which are passively managed investment companies traded
on a securities exchange whose goalis to track or replicate a desired index. The Supplement
did not disclose any cﬁange in any investment advisory fees paid by the Fund to the
Defendants, ING Investments and Aeltus. Accordingly, the Fund will pay the Defendant, ING
~ Investments, .80% ofthe net asset value of the Fund assets invested inthe ETFs and Aeltus
will be paid a sub-advisory fee of .40% of the net asset value of the Fund assets invested in

the ETFs.
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63. The Fuhd and the Other PP Funds have numerous cdmmOn characteristics, and no
material differences, inthe waythey are organized, marketed and in the way their assets are
managed and invested. Some of those common characteristics are:

a. They are all part of the ING Equity Trust, which is an open-end ihvestfnent
management company registered under the investment Company Act. The ING Equity Trust
is a Massachusetts business trust with at least 20 separate funds, one of which is the Fund
and seven of which aré the Other PP Funds.

b.  Their shares were sold to the public only during limited time periods, called the
Offering Phase or Offering Period. Thereafter there is a Guarantee Period of five years.
During the Guarantee Period no shares will be sold to either the public or current
shareholders,-‘except forthe reinvestrhent of dividends by current shareholders. Thereafter
there will be an Index Plus LargeCap Period, during which shares will be‘ offered, on a
continuing basis, only to existing shareholders.

C. The investment criteria and asset allocation during each of the defined ti.me
peribds —the Offering Phase, the Guarantee Period and the Index Plus LargeCap Period —
are identical or virtually identical.

d. The Defendant ING Inves;tments is the investment advisor for all of the Other
PP Funds and its duties and responsibilities as investment advisor is identical for the Fund
and for all of the Other PP Funds.

e. The Defendant Aeltus is the investment sub-advisor for all of the Other PP
Funds and its duties and responsibilities as investment sub-advisor is identical for the Fund

and for all of the Other PP Funds.
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f. The same individual, Mary Ann Fernandez, Senior Vice President of Aeltus,
serves as strategist for the Fund and all of the Other PP Funds. Furthermore, Ms. Fernandez
is responsible for overseeing the overall strategy of the Fund and all of the Other PP Funds
and the allocation of Fund Assets and the assets of the }Other PP Funds, between the Equity
and Fixed Components. | |

g. The same individual, Hugh T. M. Whelan, Portfolio Managef at Aeltus, co-
manages the Equity Component ofthe.investmeﬁts of the Fund and the Equity Component of
the investments of all of the Other PP Funds.

h. The same individual, Douglas E. Cote, Portfolio Ménager at Aeltus, co-
manages the Equity Component 6fthe investments of the Fund and the Equity Corﬁponent of
the investments of all of the Other PP Funds. .

| I. Thesame indiQiduaI, John Murphy, Portfolio Manager at Aeltus, manages the
Fixed Component investment of the Fund and all of the Other PP Funds.
54.  The Prospectus for the Principal Protection Fund VII (“PP Fund VII”) describes, at
pages 2, 3, and 17, investment criteria for the PP Fund VIi, during the Guarantee Period, and
the responéibiliti‘es of the Defendants ING lnvestmenté and Aeltus as PP Fund ViI's investment
advisor and sub-advisor, respectively. Page 17 also sets forth the advisory and. sub-advisory
fees to be paid by Fund VIi to the Defendants, ING Investments and Aeltus. A Supplement,
dated June 24, 2003, to the PP Fund Vil Prospectus (the “PP Fund VII Supplement”),
discloses the waiver, by ING Investments, of the entire .80% managementfee described on
page 17 of the PP Fund VIl Prospectus. Pages 2, 3 and 17 of the PP Fund Vil and the PP

Fund VIl Supplement are attached hereto as Exhibit C and are incorporated herein by
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reference.

55.  Asreflected in Exhibit C, the Defendant ING Investments is currently being' paid no
annual investment advisory fee on the net asset value of the PP Fund VII. Thisis .80% less
than the investment advisory fee which ING Investments charges the Fund. .

56. As reflécted in Exhibit C, before the-waivefbf the advisory fee described in the PP
Fund VIl Supplement, Aeltué was to receive an annual sub-advisory fee during the Guarantee
Period of .36% of the net assét value of the PP Fund VII. | |

57.  Asreflected in Exhibits A, B and C, the duties and responsibilities of the Defendant
ING Investments, as investment advisor for the Fund and for PP Fund VI (which have virtually
identical investment cArite<ria and parameters) are identica_l. ‘Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund more of the net asset value of the
Fund'sinvestmentsinthe Fixed and ETS Components thanitwillbe ‘paid by PP Fund Vil for
identical investment advisory services.

58. The Prospectus for the PP Fund VIil describes, at pages 2, 3 and 17, investment
criteria for the PP Fund VIII, during the Guarantee Period, and the respoﬁsibilities of the
Defendants ING InVestments and Aeltus as PP Fund Vill's investment advisor and sub-advisor,
respectively. Page 17 also sets forth the advisory and sub-advisory fees to be péid by the PP
Fund VIiI, the Defendants, ING Investments and Aeltus. A copy of those pages of the
Prospectus forthe PP Fund VIl are attached heréto as Exhibit D, and are incorporated herein

by reference.
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59.  As reflected in Exhibit D, the Defendant ING Investments will be paid an annual
'~ investment advisory fee of .80% of net asset value of the PP Fund VIl investmentin the Equity
Component of the asset allocation but ING Investménts will only be paid an annual investment
advisory fee of .55% of the net asset-value of the PP"FUnd Vil investments'in the Fixed
Cromponent and EVTS Component ofthe asset allocation. Thisis .25% ofthe Net Asset Value
~of the investments in the Fixéd Component and the ETS Cvomponent less than the .§O%
investment advisory fee which ING Investments charges the Fund for its i‘nves.tments in ité
Fixed and ETS Components. -
60. Asreflectedin Exhibifs A,BandD, the dpties and responsib}ilities of the Defendant
ING Investments, as investment advisor forthe Fund and for PP Fund VIl (which have virtually
" identical investment criteria and parameters) are identical. Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund .25% more of the net asset value
ofthe Fund’s investments in the Fixed and ETS Components than it will be paid by PP Fund
VIl for identical investment advisory services.
61. Thosefacts demonstrate that the investment advisory fees received by Defendant ING
Investments from the Fund, and to be received after the filing of this Complaint, are excessive.
62. Astheinvestmentadvisortothe Fund, the Defendant ING Investments has a fiduciary
duty to the Fund and its shareholders.
63. By collecting excessive investment advisory fees from the Fund, Defendant ING
Investments breached its fiduciary duty to the Fund and its shareholders and violated Sec.

36(b) of the Investment Company Act.
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64. Bycontinuingto collect excessive investment managementfees fromthe Fund after
the filing of this Complaint, Defendant ING Investments continues to breach its fiduciary duty
to the Fund and its shareholders and violate Sec. 36(b) of the Investment Company Act.
65.  Asreflectedin Exhibit C, the Defendant Aeltus will be paid an annual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund VI during the
Guarantee Period, if the waiver of the investment advisory fees described in the PP Fund VII
Supplementis reversed. This would be .04% Iéss than the investment sub-advisory fee which
Aeltus receives as investment sub-advisor for the Fund.

66. Asreflectedin Exhibit D, the Defendant Aeltus will be paid an énnual investment sub-
advisory fee of .36% of the nvet asset value of the investments of PP Fund VIIi in the Equity
Componentand .2475% of the net asset vélue ofinvestments of the PP Fund Vilfinthe Fixed
Component. Thisis.04% less than the investment sub-advisory fee which Aeltus receives as
investment sub-advisor for the Fund for Equity Componentinvestments and .1525% less than
the investment sub-advisory fee which Aeltus receives as investment sub-advisor of the Fund
for the Fund’s Fixed- Component investments.

67‘. As reflected in Exhibits A, B, C and D, the duties and responsibilities of the Defendant
Aeltus, asinvestment sub-advisor for the Fund and for PP Fund Vil and VI (all of which have
virtually identical investment criteria and parameters) are identical. Nevertheless, the
Defendant Aeltus has received, and continues to receive, more from the Fund than it will be
paid for identical investment sub-advisory services to PP Fund Vil and VIlI.

68.  Those facts demonstrate that the investment sub-advisory fees received by Defendant

Aeltus, and to be received after the filing of this Complaint, are excessive.
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69. Asthe investmerﬁ sub-advisorto the Fund, the Defendant Aeltus has a fiduciary duty
to the Fund and its shareholders.

70.  Bycollecting excessive investment sub-advisory fees, Defendant Aeltus breached its
fiduciary duty to the Fund and its shareholders and violated Sec. 36(b) of the Investment
Company Act. |

_ 71. By continuing to collect excessive investment advisory fees aft_er the filing of this
Complaint, Defendant Aeltus continues to breach its fiduciary duty fo the Fund and its

shareholders and violate Sec. 36(b) of the Investment Company Act.

DERIVATIVE ALLEGATIONS

72. This action is brought by the Plaintiffs derivatively, on behalf of the Fund, to recover
excessive Rule 12b-1 Distribution Fees paid by the Fund to the Defendant ING Distributor.
73.  Thisactionis also brought by the Plaintiffs, del;ivatively, on behalf of the Fund to recover
excessive managementor advisory fees paid by the Fund to the Defendants, ING Investments
and Aeltus.

74.  Ineachinstance, the charging of, and receiving of, excessive fees by the Defendants,
fromthe Fund, constituted a breach by the Defendants oftheirfiduciéry duty to the Fund and
violated Sec. 36(b) of the Investment Company Act.

75.  Thisaction is brought by the Plaintiffs, derivatively, on behalf of the Fund, pursuantto
Rule 36(b) of the Investment Company Act. Accordingly, the Plaintiffs were not required to',
and have not, made demand upon the Trustees of the Fund to bring this action on behalf of

the Fund. See, Daily Income, Inc. v. Fox, 464 U.S. 523, 104 S.Ct. 831 (1984).
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76. Evenifit had been required for demand to be made upon the Trustees to cause the
Fund to bring this action against the Defendants, the making of such demand in this case
would have been futile and, hence, is excused.
77. Demandupon the Trustees would have been futile because the claims asserted herein
are based upon the excessiveness of fees charged fo the Fund by the Defendant pursuantto
the Plani, the Agreement and the Advisory Fee Contracts which the Trustees have specifically .. -
voted to approve and voted to continue.
78.  Under these circumstances, each of the Trustees is deemed “interested” in the
transactions and conduct at issue, because each of the Trustees “. . . is a party to the
transactions and conduct.” 1. ALl Principal of Corporate Government: Analysis and
Recommendations Section 1.23(a)(1) (1994) as cited in Harhen v. Brown, 431 Mass. 838,
843 (2000). |
79. There being no disinterested trustees with respect to this matter, demand on the
Trustees would be futile.
80. Thatdemand would be futile under these circumstances is reinforced by the following
conclusion in Daily Income Fund, Inc., 464 U.S. at 546 (Stevens, J., concurring):

... ademand requirement would serve no meaningful purpose

... the contract against the Fund and its investment advisor had

been expressly approved by the independent directors of the

Fund. Since the disinterested directors are required to review

and approve all advisory fees and contracts under Sec. 15 ofthe

Act. . . ademand would be a futile gesture after directors have
already passed on the contract.
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COUNT |

Against the Defendant ING Distributor for Breach of Fiduciary Duty and For
Violation of Sec. 36(b) of the Investment Company Act

81. The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
82. TheDefendantING Distribuforis Iiable"t‘othé Fund for breach of its ﬁduciary duty to the
Fund and its shareholders and for violation of Sec. 36(b) of the Investment Company Act.
83.  TheFundhas beendamaged by the Defendant ING Distributor's breach of its fiduciary
duty to the Fund and its shareholders and by its violation éf Sec. 36(b) of the Investment
Company Act, by the amount which the Defendant tNG Distributor received from the Fundas
distribution fees during the Guarantee Period.

'COUNT I

Against the Defendants ING Investments and Aeltus for Breach of Fiduciary Duty
and For Violation of Sec. 36(b) of the Investment Company Act

84. The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
85.  The DefendantING Investments and Aeltus are liable to the Fund for breach of their

- fiduciary duties to the Fund-and its shareholders and for violation of Sec. 36(b) of the
Investment Company Act.

86. The Fund has been damaged by the breach by Defendants ING Investments and Aeltus
of their fiduciary duties to the Fund and its shareholders and by their violations of Sec. 36(b)
of the Inveétment Company Act, by the excessive amounts which the Defendanté ING
Investments and Aeltus received and will receive as investment advisory and investment sub-

advisory fees.
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WHEREFORE: Plaintiffs pray this Honorable Court to:

A. Find the Defendants liable for breach of their fiduciary duties to the Fund and
its shareholders and for violation of Sec. 36(b) of the Investment Company Act;

B. Declare that the distribution, advisory and sub-advisory fees that have been and
continue to be charged by the Defendants are excessive;

C. Issue a permanent injunction, enjoining the Defendants from continuing to
charge the distribution, advisory and sub-advisory fees which this Court finds
to be excessive;

D. Determine and award to the Fund the amount of excessive distribution, advisory
and sub-advisory fees that the Defendants have received from the Fund;

E. Award the Plaintiffs their reasonable attorneys fees and cost§;__ and

F. Any other further relief which this Court finds just and proper.

. Dated: November 7, 2003

Submitted by the éttorneys r the Plaintiffs,
e e

Edward F. Haber BBG No. 215620
Christine E. Morin BBO No. 600237
Shapiro Haber & Urmy LLP

75 State Street

Boston, MA 02109

(617) 439-3939

OF COUNSEL:
Richard J. Vita BBO No. 510260

77 Franklin Street, 3" FI.
Boston, MA 02110
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DECLARATION

Now comes Walter Price, Trustee, Revokable Living Trust D/T/D, 12/24/00, and he

hereby deposes and says:

1. | am a Plaintiff in the action entitled Walter Price and Heidi Hedlund, Trustees,
Revokable Living Trust D/T/D, 12/24/00, derivatively on behalf of ING Principal Protection -
Fund v. ING Funds Distributor, LLC, ING Investments, LLC, and Aeltus Investment
Management, Inc., defendants, and ING Principal Protection Fund, nominal defendant.

2. | have reviewed the Derivative Complaint in the action. The allegations in

paragraph five of the Complaint are true and accurate to the best of my knowledge and belief.

Signed and sworn to this Z 2 day of October, 2003, under the pains and penalties

of perjury.

WEI/tervPri\c/é), ‘frustevé\
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Pilgrim Principal
Protection Fund
Cl_asses A, B and C

The Offering Phase will run from July 5, 2001 through October 3,
2001. All monies to purchase shares during the Offering Phase
must be received no later than October 3, 2001.

This prospectus contains important information about investing in
the Pilgrim Principal Protection Fund. You should read it carefully
before you invest, and keep it for future reference. Please note that
your investment: is not a bank deposit, is not guaranteed by the
Federal Deposit Insurance Corporation {FDIC), the Federal Reserve
Board or any other government agency and is affected by market
fluctuations. There is no guarantee that the Fund will achieve its
objective. As with all mutal funds, the U.S. Securities and
Exchange Commission (SEC) has not approved or disapproved
these securities nor has the SEC judged whether the information in
this praspectus is accurate or adequate. Any representation to the
contrary is a criminal offense.




PILGRIM PRINCIPAL PROTECTION FUND

Adviser
ING Pilgrim Investments, LLC

Sub-Adviser

Aeltus Investment Management, Inc.

GUARANTEE
PErIOD
OBIECTIVE

During the Guarantee Period, the Fund seeks to
‘participate in favorable equity market conditions while
preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PeRIOD
INVESTMENT
STRATEGY

)

Under normal market conditions, during the Guarantee
Period the Fund's assets are allocated between an:

+ Equity Component, consisting primarily of common
stocks, and a

* Fixed Component, consisting primarily of
U.S. Government securities.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will emptoy an
Enhanced Index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s net assets in stocks included in the Standard
and Poor's 500 Index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may also include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting {or avoiding
altogether) those stocks that it believes will underperform

the S&P 500. Stocks that the Sub-Adviser believes are likely -

to match the performance of the S&P 500 are invested in
proportion to their representation in the index. To

determine which stocks to weight more or less heavily, the

Sub-Adviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hold 400 stocks and generally
holds between 400 and 450 stocks included in the

S&P 500. Although the Equity Component wiil not hold all

of the stocks in the S&P 500, the Sub-Adviser expects that

2 Pilgrim Principal Protection Fund

there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets.

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.5. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at any point in time, closely

. resembile those of a portfolio of zero coupon bonds which

mature within one month of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Asset Allocation —the Sub-Adviser uses a proprietary
computer model to determine, on an ongoing basis, the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including, but not limited to:

+ the market value of the Fund’s assets as compared to
the aggregate guaranteed amount;

* the prevéiling level of interest rates;
* equity market volatility; and

+ the length of time remaining until the Guarantee
Maturity Date.

The -model will determine the initial aliocation between
the Equity Component and the Fixed Component on the
first day of the Guarantee Period and will evaluate the
allocations on a daily basis thereafter. Generatlly, as the
market value of the Equity Component rises, more assets
are allocated to the Equity Component, and as the market
value of the Equity Component declines, more assets are
allocated to the Fixed Component.
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The model may require the Fund to have a portfolio
turnover rate in excess of 200%. Portfolio turnover refers
to the frequency of portfolio transactions and the
percentage of portfolio assets being bought and sold
during the year.

Transition Period. After the Guarantee Maturity Date,
the Fund will, in the ordinary course of its investment
activities, sell any fixed-income securities remaining in its

portfolic and purchase stocks inciuded in the S&P 500 and

S&P 500 futures contracts as soon as reasonably

practicable, in order to conform its holdings to the Fund's

~ Index Plus LargeCap Period investment objective as
described later in the Prospectus.

GUARANTEE
PERIOD
Risks

The principal risks of an investment in the Fund during
the Guarantee Period arethose generally attributable to
stock and bond investing. The success of the Fund’s
strategy depends on the Sub-Adviser's ability to allocate
assets between the Equity Component and the Fixed
Component and in selecting investments within each
component. Because the Fund invests in both stocks and
bonds, the Fund may underperform stock funds when
stocks are in favor and underperform bond funds when
bonds are in favor.

The risks associated with investing in stocks include
sudden and unpredictablie drops in the value of the
market as a whole and periods of lackluster or negative
performance. The performance of the Equity Component
also depends significantly on the Sub-Adviser’s skill in

- determining which securities to overweight, underweight
or avoid altogether. ’

The principal risk associated with investing in bonds is
“that interest rates may rise, which generally causes bond
prices to fall. The market value of a zero coupon bond
portfolio (which may include STRIPS) generally is more
volatile than the market value of a portfolio of fixed
income securities with similar maturities that pay interest

periodically. With corporate bonds, there is a risk that the
issuer will default on the payment of principal or interest.

If interest rates are low (particularly at the inception of
the Guarantee Period), Fund assets may be fargely
invested in the Fixed Component in order to increase the
likelihood of preserving the value of the Fund as
measured at the inception of the Guarantee Period. in
addition, if during the Guarantee Period the equity

markets experience a major decline, the Fund's assets may
become largely or entirely invested in the Fixed
Component. In fact, if the value of the Equity Component
were to decline by 30% in a single day, a complete and
irreversible reallocation to the Fixed Component may
occur. in this circumstance, the Fund would not participate
in any subsequent recovery in the equity markets. Use of
the Fixed Component reduces the Fund's ability to
participate as fully in upward equity market movements,
and therefore represents some ioss of opportunity, or
opportunity cost, compared to a portfolio that is more
heavily invested in equities. In addition, the terms of a
Financial Guaranty Agreement executed in connection
with the Guarantee prescribes the manner in which the

" Fund must be managed during the Guarantee Period.

Accordingly, the Financial Guaranty Agreement could limit
the Sub-Adviser’s ability to alter the management of the
Fund during the Guarantee Period in response to
changing market conditions.

The use of futures contracts by the Fund can amplify a
gain or loss, potentially earning or losing substantially
more money than the actual cost of the investment. In
addition, while a hedging strategy can guard against
potential risks for the Fund as a whole, it adds to the
Fund’s expenses and may reduce or eliminate potential
gains. There is also a risk that a futures contract intended
as a hedge may not perform as expected.

The asset allocation process results in additional
transaction costs such as brokerage commissions. This
process can have an adverse effect on the performance of
the Fund during periods of increased equity market
volatility. In addition, a high portfolio turnover rate,
which may aiso have an adverse effect on the

- performance of the Fund, may increase the Fund's

transaction costs.

The asset allocation process and sale of fixed-income
securities in connection with the transition period may -
also result in the realization of additional gains to the
Fund and may therefore also increase the tax liability of
shareholders. The Fund will distribute any net gains and
income to shareholders. Such distributions are taxable to
shareholders even if the distributions are reinvested in the
Fund.

Shares of the Fund may fall in value and you could lose
money by investing in the Fund if you redeem your
shares prior to the Guarantee Maturity Date or if you
continue to hold Fund shares after the Guarantee
Maturity Date. ’

For a description of additional principal risks, see “Other
Principal Risks of investing in the Fund and “More
information About Risks’* later in this Prospectus.

QLD
\" It you have any guestions, please <all 1-800-992-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Pilgrim Investments, LLC, a Delaware limited liability
company (ING Pilgrim or Adviser), serves as the investment
adviser to the Fund. ING Pilgrim has overall responsibility
for the-management of the Fund. ING Pilgrim provides or
oversees all investment advisory and portfolio
management services for the Fund, and assists in
managing and supervising all aspects of the general day-
to-day business activities and operations of the Fund,
including custodial, transfer agency, dividend disbursing,
accounting, auditing, compliance and related services.

Organized in.December 1994, ING Pilgrim is registered as
an investment adviser. ING Pilgrim is an indirect wholly-
owned subsidiary of ING Groep N.V. (NYSE: ING) {ING
Group). ING Group is a global financial institution active in
the field of insurance, banking, and asset management in
more than 65 countries, with almost 100,000 employees.

As of May 31, 2001, ING Pilgrim managed over
$18.6- billion in assets.

ING'PiIgrim's principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Pilgrim is entitied to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase 0.25%
Guarantee Period 0.80%
index Plus LargeCap Period 0.60%

ING Pilgrim has engaged Aeltus Investment Management,
Inc., a Connecticut corporation {Aeltus or Sub-Adviser), to
serve as the investment sub-adviser to the Fund’s
portfolio. Aeltus is responsible for managing the assets of
the Fund in accordance with its investment objectives and
policies, subject to oversight by ING Piigrim.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Group, and is an affiliate of ING Pilgrim. Aeltus has
acted as adviser or sub-adviser to mutual funds since 1994
and has managed institutional accounts since 1972.

As of May 31, 2001, Aeltus managed over $41 billion in
assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitied to receive a sub-advisory
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund. '

Offering Phase 0.125%
Guarantee Period 0:40 %
index Plus LargeCap Period 0.30 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Aetna inc.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a guantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994,

Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
quantitative equity analyst since 1996. Previously, Mr. Coté
was responsible for developing quantitative applications
for Aeltus’ equity department.

Fixed Component. The Fixed Component is managed by
a team of Aeltus fixed-income specialists.

Portfolio Management During the Index Plus
LargeCap Period

It is anticipated that Messrs. Whelan and Coté will
manage the Fund during the Index Pius LargeCap Period.

\/ If you have any questions, please call 1-800-892-0180.
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUNDS

Supplement Dated July 22, 2003
To The Class A, B and C Prospectuses
(Dates of Which are Indicated in Parentheses)

ING Principal Protection Fund ! (July 3, 2001)
ING Principal Protection Fund II > (November 5, 2001)
ING Principal Protection Fund I (March 1, 2002)
ING Principal Protection Fund IV (June 7, 2002)
ING Principal Protection Fund V (October 11, 2002)
ING Principal Protection Fund VI (January 10, 2003)
ING Principal Protection Fund VII (April 15, 2003)

The section entitled “Guarantee Period Investment Strategy,” on page 2 of each Prospectus, is

amended to insert the following subsection prior to the subsection entitled “Fixed Component”
on page 2: :

Investment Strategy Under Certain Market Conditions — In the event that the Equity
Component’s market value is $5 Million or less, in order to replicate investment in stocks
listed on the S&P 500, the Sub-Adviser may invest the entire amount of the Equity
Component’s assets in S&P 500 futures, in exchange traded funds (ETFs), or in a combination
of S&P 500 futures and ETFs, subject to any limitation on the Fund’s investments in such
securities. ETFs are passively managed investment companies traded on a securities exchange
whose goal is to track or replicate a desired index. The Sub-Adviser will not employ an
enhanced index strategy when it invests in S&P 500 futures and ETFs.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE

! Formerly named Pilgrim Principal Protection Fund.
? Formerly named Pilgrim Principal Protection Fund IL.
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April 15, 2003 ING Principal

‘ Protection Fund VIl
Classes A, B and C

The Offering Period will run from May 1, 2003 through July 10,
2003. All monies to purchase shares during the Offering Period
must be received no later than July 10, 2003.




ING PrincipaL ProOTECTION FUND VII

Adviser
ING Investments, LLC
- Sub-Adviser

Aeltus Investment Management, Inc.

GUARANTEE
PerIOD
OBJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while
preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PeriOD
INVESTMENT
STRATEGY

D

Principal Investment Strategies. The Fund will not
implement an “investment strategy’ in any conventional
sense. Rather, the Fund'’s asset allocation strategy seeks to
optimize the exposure of the series to the Equity
Component while protecting Fund assets. Assets allocated
to the Equity Component may be reduced or eliminated in
order to conserve assets at a level equal to or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the following asset classes:

* During the Offering Period, the Fund's assets will be
invested in short-term instruments.

» During the Guarantee Period, the Fund's assets will be
allocated between the:

+ Equity Component, consisting of common stocks
included in the Standard and Poor's 500 Index
(S&P 500) and futures contracts on the S&P 500; and
the

+ Fixed Component, consisting primariiy of short- to
intermediate-duration U.S. Government securities.

The Fund’s asset allocation strategy is implemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, allocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The mode! evaluates a
number of factors, including the then current market
vaiue of the Fund, the then prevailing level of interest
rates, equity market volatility, the Fund's total annual
expenses, and the Maturity Date. The model determines

2 ING Principal Protection Fund VI

the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any realiocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The allocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
Enhanced index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component's net assets in stocks included in the Standard
and Poor's 500 Index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may also include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are invested in
proportion to their representation in the Index. To
determine which stocks to weight more or less heavily, the
Sub-Adviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hold 400 stocks and generally
holds between 400 and 450 stocks inciuded in the

S&P 500. Although the Equity Component will not hold ali
of the stocks in the S&P 500, the Sub-Adviser expects that
there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and failing markets. '

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
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Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at-any point in time, closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered Interest
and Principa! of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolio
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After July 15, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund's Index Plus LargeCap Period investment
objective as described later in the Prospectus.

You could lose money on an investment in the Fund. All
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult

the Statement of Additional Information (SAl) for a
complete list of the risks and strategies.

PRINCIPAL
GUARANTEE
PERIOD
RisKks

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as

the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihood that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund’s ability to participate
fully in upward equity market movement.

Allocation Risk: If at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund's assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment would be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets would
include more fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund’s assets may become largely
invested in the Fixed Component. In fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely occur. In the event of a reallocation of 100%
of the assets to the Fixed Component, the Fund wouid not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund’s ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared to a portfolio
that is fully invested in equities.

Asset Allocation May Underperform Static Strategies.
The asset allocation process resuits in transaction costs.
Volatile periods in the market may increase these costs.
This process can have an adverse effect on the
performance of the Fund during periods of increased
equity market volatility. In addition, a high portfolio
turnover rate, which may also have an adverse effect on
the performance of the Fund, may increase the Fund's
transaction costs.

Opportunity Costs. There are substantial opportunity
costs associated with an investment in the Fund. The Fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund’s assets to the Fixed
Component in order to conserve Fund assets to a level
equal to or above the present value of the Payment
Undertaking. :

initially, if interest rates are low, the allocation to the
Fixed Component may be over 70% of the Fund assets. if
the market value of the Equity Component rises, the
percentage of the Fund'’s assets allocated to the Equity
Component generally will aiso rise. However, the relfative
volatility of these two Components as well as the past
performance of the Fund will affect these allocations. For
example, if the Fund incurs early losses, the Fund may

&
If you have any questions, please cal! 1-800-992-0780.
ING Principal Protection Fund VI 3




ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING Investments or Adviser), serves as the investment
adviser to the Fund. ING Investments has overall
responsibility for the management of the Fund. ING
investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend

disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING Investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of March 31, 2003, ING Investments managed over
$32.5 billion in assets.

ING Investments’ principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Investments is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund. »

Offering Phase and Quiet Period 0.25%
Guarantee Period 0.80%
Index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus Investment
Management, Inc., a Connecticut corporation (Aeltus or
Sub-Aduviser), to serve as the investment sub-adviser to the
Fund’s portfolio. Aeltus is responsible for managing the
assets of the Fund in accordance with its investment
objectives and policies, subject to oversight by ING
Investments.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Groep N.V., and is an affiliate of ING Investments.
Aeltus has acted as adviser or sub-adviser to mutual funds
since 1994 and has managed institutional accounts since
1972.

As of March 31, 2003, Aeltus managed over $38.1 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub-advisocry
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period 0.36%
Index Plus LtargeCap Period 0.27%

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Aetna Inc.

Equity Component. Hugh T. M, Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994.
Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
gquantitative equity analyst since 1996. Previously, Mr. Coté
was responsible for developing guantitative applications
for Aeltus’ equity department.

Fixed Component. John Murphy is a Portfolio Manager
for the ING Aeltus mortgage separate accounts and the
Fixed Component. In 1986, he joined Aeltus and has
served as a quantitative analyst and assistant portfolio
manager of fixed income investments. He is a Chartered
Financial Analyst.

B
if you have any guestions, please call 1-800-9392-0180.
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUND
Supplement Dated June 24, 2003
To The Class A, B and C Prospectus
ING Principal Protection Fund VII
Dated April 15,2003

The following amends the Section entitled ""What You Pay to Invest" on page 7 as well

as the information regarding advisory, sub-advisory and administrative fees noted on
page 17.

ING Investments has agreed to modify the Expense Limitation Agreement to waive the
Management Fee, during all or a portion of the Guarantee Period, so that the Fund will have
Net Expenses on an annual basis of 0.95% for Class A shares, and 1.70% for Class B and C
shares. This action was taken because, in the current interest rate environment, the allocation
formula would permit little or no allocation to the Equity Component of the Fund under the
fee schedule outlined on page 7. The portion of the Fund's assets allocated to equity securities
does not affect the Guaranteed Amount but does impact the extent to which the fund offers

the potential to participate in equity markets. The Expense Limitation Agreement may be
modified during the Guarantee Period to reinstate some or all of the fees upon approval of the
Fund’s Board of Trustees.

There is no assurance as to the allocation of Fund assets to the Equity Component. If interest
rates on the types of securities included in the Fixed Component continue to decline or the
market value of the Equity Component declines, the allocation to the Equity Component may
decline from its initial position, or be eliminated altogether, and the Fund would not
participate in any increases or decreases in the equity market after that time. The asset
allocation does not affect the Payment Undertaking of the Fund, nor does 1t affect the
Guaranteed Amount. However it will determine the allocation of Fund assets invested in the
Equity Component and the ability of the Fund to participate in the equity market.

The following amends all references to the following dates in the Prospectus: Offering
Period, Quiet Period, Guarantee Period, Guarantee Maturity Date and Index Plus
LargeCap Period:

The Offering Period of the Fund will close on June 24, 2003. Therefore, all other related
dates have been accelerated as outlined below:

Offering Period May 1, 2003 to June 24, 2003
Quiet Period June 25, 2003 to June 29, 2003
Guarantee Period June 30, 2003 to June 26, 2008
Guarantee Maturity Date June 26, 2008

Index Plus LargeCap Period Begins June 27, 2008

PPF7ABCSUP062403-062403




EXHIBIT D




Prospectus

September 5, 2003 ING Principal

_ Protection Fund Vili
Classes A, B.and C

The Offering Period will run from October 1, 2003 throhgh
December 15, 2003. All monies to purchase shares during the
Offering Period must be received no later than December 15, 2003.
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Adviser
ING Investments, LLC

Sub-Adviser
Aeltus Investment Management, Inc.

" QUARANTEE
PeErIOD
OBIJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while

preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PeErRIOD
INVESTMENT
STRATEGY

)

Principal Investment Strategies. The Fund will not
implement an “investment strategy” in any conventional
.sense. Rather, the Fund’s asset allocation strategy seeks to

optimize the exposure of the Fund to the Equity
Component while protecting Fund assets. Assets allocated
to the Equity Component may be reduced or eliminated in
order to conserve assets at a level equal to or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the foliowing asset classes:

» During the Offering Period, the Fund's assets will be
invested in short-term instruments.

» During the Guarantee Period, the Fund's assets will-be
allocated between the:

» Equity Component, consisting primarily of common
stocks included in the Standard and Poor's 500
Composite Stock Price index (S&P 500}, and futures
contracts on the S&P 500; and the

« Fixed Component, consisting primarily of short- to
' intermediate-duration U.S. Government securities.

The Fund's asset allocation strategy is implemented by
aliocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Eguity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, aliocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation —the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including the then current market
value of the Fund, the then prevailing level of interest
rates, equity market volatility, the Fund's total annual
expenses, and the Maturity Date. The mode! determines

2 ING Principal Protection Fund VIl

the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any reallocations on 2
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity

. Component is always restricted so that even if it were to

experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The aliocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
enhanced index strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s net assets in stocks included in the S&P 500,
although the weightings of the stocks will vary somewhat
from their respective weightings in the S&P 500, as
described below. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor’s Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting {(or avoiding
altogether) those stocks that it believes will underperform
the S&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are generally
invested in proportion to their representation in the
index. To determine which stocks to weight more or less
heavily, the Sub-Adviser uses internally developed
quantitative computer models to evaluate various criteria,
such as the financial strength of each company and its
potential for strong, sustained earnings growth. It is
expected that at any one time the Equity Component will
hold at least 400 stocks and generally will hold between
400 and 450 stocks included in the S&P 500. Although the
Equity Component will not hold all of the stocks in the
S&P 500, the Sub-Adviser expects that there will be a close
correlation between the performance of the Equity
Component and that of the S&P 500 in both rising and
falling markets.

Under normal market conditions, up to 20% of the Equity
Component’s net assets may be invested in futures
contracts for hedging purposes or to maintain liguidity to
meet shareholder redemptions and minimize trading costs.
Futures contracts provide for the future sale by one party
and purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
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specified price on & designated date. During the _
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and futures contracts on U.S.
Treasury securities.

investment Strategy Under Certain Market Conditions —
In the event that the Equity Component's market value is
$5 Million or less, in order to replicate investment in
stocks listed on the S&P 500, the Sub-Adviser may invest
the entire amount of the Equity Component’s assets in
S&P 500 futures, in exchange traded funds (ETFs), or in a
combination of S&P 500 futures and ETFs, subject to any
lirmitation on the Fund's investments in such securities.
ETFs are passively managed investment companies traded
on a securities exchange whose goal is to track or
replicate a desired index. The Sub-Adviser will not employ
an enhanced index strategy when it invests in S&P 500
futures and ETFs.

Fixed Component — the Sub-Adviser looks to select
- investments for the Fixed Component with financial
characteristics that will, at any point in time,-closely
resemnble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolio
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After December 22, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its hoidings to
the Fund's Index Plus LargeCap Period investment
objective as described later in the Prospectus.

PRINCIPAL

GUARANTEE

Periobp .
RIsKs

You could lose money on an investment in the Fund. Al
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult
the Statement of Additional information (SAl) for a
complete list of the risks and strategies.

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as
the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihood that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund’s ability to participate
fully in upward equity market movement.

Allocation Risk: If at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund’s assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment would be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets wouid
incdlude more fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund’s assets may become largely
invested in the Fixed Component. in fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely occur. In the event of a reallocation of 100%
of the assets to the Fixed Component, the Fund would not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund’s ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared to a portfolio
that is fully invested in equities.

Opportunity Costs. There are substantial opportunity

- costs associated with an investment in the Fund. The Fund
may altiocate a substantial portion, and under certain
circumstances all, of the Fund’s assets to the Fixed
Component in order to conserve fund assets to a level
egual to or above the present value of the Payment
Undertaking.

Initially, if interest rates are low, the allocation to the
Fixed Component may be over 70% of the Fund assets. If
the market vaiue of the Equity Component rises, the

It you have any guestions, piease call 1-800-992-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING Investments or Adviser), serves as the investment
adviser to the Fund. ING investments has overall
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend

disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING Investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary af ING Groep N.V. {NYSE:
ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of July 31, 2003, ING Investments managed over
$34.4 billion in assets.

ING Investments’ principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Investments is entitied to receive an
advisory fee as set forth below. The advisory fee is

expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period

0.25%

- Guarantee Period
— Equity Component 0.80%
— Fixed Component 0.55%
— ETF Strategy 0.55%
index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus Investment
Management, Inc, a Connecticut corporation (ING Aeltus
or Sub-Adbviser), to serve as the investment sub-adviser to
the Fund'’s portfolio. ING Aeltus is responsible for
managing the assets of the Fund in accordance with its

investment objectives and policies, subject to oversight by
ING Investments.

Founded in 1972, ING Aeltus is registered as an investment
adviser. ING Aeltus is an indirect wholly-owned subsidiary
of ING Groep N.V, and is an affiliate of ING Investments.
ING Aeltus has acted as adviser or sub-adviser to mutual
funds since 1994 and has managed institutional accounts
since 1972.

As of July 31, 2003, ING Aeltus managed over $41 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, ING Aeltus is entitled to receive a sub-

_ advisory fee as set forth below. The sub-advisory fee is

expressed as an annual rate based on the average daily
net assets of the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period
— Equity Component 036 %
— Fixed Component 0.2475%
— ETF Strategy 0.2475%
index Plus LargeCap Period 0.27 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, ING Aeltus, serves as strategist for the Fund and
is responsible for overseeing the overall.Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined ING Aeltus in 1996 as
Vice President of product development and is currently
serving as a Portfolio Specialist, assisting in the management

and marketing of certain equity strategies managed by ING
Aeltus.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, ING Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in ING Aeltus’ fixed income group since 1994,

Douglas E. Coté, Portfolio Manager, ING Aeltus, co-
manages the Equity Component. Mr. Coté has been
serving as a quantitative equity analyst since 1996.
Previously, Mr. Coté was responsible for developing
guantitative applications for ING Aeltus' equity
department.

Fixed Component. The Fixed Component is managed by
a team of fixed-income specialists led by James B.
Kauffmann. Mr. Kauffmann joined ING Groep N.V. in 1996
and has over 17 years of experience. Prior to joining ING -
Groep N.V. he spent four years at Alfa investments inc.,
where he was senior fixed income portfolio manager.
Additionally, he has worked in the capital markets group
of a major Wall Street dealer and served as an analyst
with a venture capital fund.

Portfolio Management During the Index Plus
LargeCap Period :

It is anticipated that Messrs. Whelan and Coté will
manage the Fund during the index Plus LargeCap Period.

QD
\/ tt you have any questions, please call 1-800-992-018C.
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AAO 49 (Rev. 10/93) Summons in a Civil Action

UNITED STATES DISTRICT COURT

District of MASSACHUSETTS

WALTER PRICE AND HEIDI HEDLUND, TRUSTEES,
REVOCABLE LIVING TRUST D/T/D 12/24/00,
DERIVATIVELY ON BEHALF OF ING PRINCIPAL A T
PROTECTION v SUMMONS IN CIV,IL .,,\C\ASE

ING DISTRIBUTOR, LLC, ET. ALS.

CASE NUMBER:

TO: (Name and address ofbefendant) O 3:,“’ l 2 1 9 Q JLT

ING' INVESTMENTS, LLC
7337 EAST DOUBLETREE RANCH RD.
SCOTTSDALE, AZ 85258

i

YOU ARE HEREBY SUMMONED and required to serve upon PLAINTIFE’S ATTORNEY (name and address)

EDWARD F. HABER

SHAPTRO HABER & URMY LLP

75 STATE STREET, BOSTON, MA 02109
(617) 439-3939

an answer to the complaint which is herewith served upon you, within 20 days after service of this

" summons upon you, exclusive of the day of service. If you fail to do so, judgment by default will be taken against you for
the relief demanded in the complaint. You must also file your answer with the Clerk of this Court within a reasonable

period of time after service.

[/ -
Y,

DATF




s2A0 450 (Rev. 10/93) Summons in a Civil Action

RETURN OF SERVICE

] : ] DATE
Service of the Summons and complaint was made by me®

NAME OF SERVER (PRINT) TITLE

Check one box below to indicate appropriate method of service

[0 Served personally upon the third-party defendant. Place where served:

O Left copies thereof at the defendant’s dwelling house or usual place of abode with a person of suitable age and
discretion then residing therein. '

Name of person with whom the summons and complaint were left:

O Returmned unexecuted:

0O Other (specify):

STATEMENT OF SERVICE FEES

TRAVEL SERVICES . TOTAL

DECLARATION OF SERVER

I declare under penalty of perjury under the laws of the United States of America that the foregoing information
contained in the Return of Service and Statement of Service Fees is true and correct.

- Executed on

Date Signature of Server

Address of Server

(1) As to-who may serve a summons se¢ Rule 4 of the Federal Rules of Civil Procedure.




UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

Walter Price and Heidi Hedlund,
Trustees, Heidi Hedlund and

Walter Price Revocable Living Trust
D/TID, 12/24/00, derivatively on behalf
of ING Principal Protection Fund,
Civil Action No.
Plaintiffs,

JURY TRIAL DEMANDED
VS.

ING Funds Distributor, LLC, ING
Investments, LLC, and Aeltus
Investment Management Inc.,

Defendants, and

ING Principal Protection Fund,

Nominal Defendant.

DERIVATIVE COMPLAINT

Plaintiffs, through their attorneys, allege upon information and belief, except as to the
allegations which pertain to the plaintiffs and their counsel, which are alleged upon personal
knowledge. Plaintiffs’information and belief are based, inter alia, on the investigation made

by their attorneys.

INTRODUCTION

This is an action brought by the Plaintiffs against the Defendants, ING Funds Distributor

LLC, ING Investments, LLC, and Aeltus Investment Management Inc., derivatively on behalf




duty to the Fund and the Fund’s shareholders and for violation of Section 36(b) of the
Investment Company Act of 1940 (the “Investment Company Act™), 15 U.S.C. §80a-35(b). The
Plaintiffs allege herein that the Defendants have breached their fiduciary duty to the Fund and
its shareholders, and violated Section 36(b) of the Investment Company Act, by charging and
receiving from the Fund, Rule 12b-1 distribution fees (the “Distribution Fees") and advisory
fees which are excessive. Plaintiffs seek recovery for the Fund, from the Defendants, the

excessive fees paid by the Fund to the Defendants.

JURISDICTION AND VENUE

1. This Court has jurisdiction over this action pursuant to Section 44 of the Investment
Company Act and 28 U.S.C. §§1331,1332,1337 and 1367. The amount in controversy
exceeds $75,000, exclusive of interest and costs.

2. This action arises under and is brought pursuant to Section 36(b) of the Investment

| Company Act and the common law of the Commonwealth of Massachusetts.

3. Venue is properin this district pursuant to Section 44 of the Investment Company Act
and 28 U.S.C. §1391(b), because the Fund is organized pursuant to Massachusetts law and
because the Defendants transact business in this district and many of the acts complained
of herein occurred in substantial part in this district.

4. in connection with the acts alleged in this Complaint, Defendants, directly or indirectly,
used the means and instrumentalities of interstate commerce including, but notlimited to, the

mails and the interstate telephonic voice and data communications.




PARTIES

5. The Plaintiffs Walter Price and Heidi Hedlund are trustees of the Heidi Hedlund
and Walter Price Revocable Living Trust D/T/D 12/24/00. They are, in that capacity,
hereinafter referred to as the “Plaintiffs.” The Plaintiffs purchased 22,528 shares of the Fund
on July 5, 2001 and they have held those shares continuously to the present.

6. The Defendant, ING Investments, LLC (“ING Investments™), formerly known as ING
Pilgrim Investments, LLC, is a Delaware limited liability company. ltis an “investment advisor”
to the Fund, as thattermis defined in Section 2(a)(20) of the Investment Company Act, and
asthattermis used in Section 36(b) of the Investment Company Act. ING Investmentsis an
indirect wholly-owned subsidiary of ING Groep N.V. (“ING Group”). Itis an “affiliated company”
and an “affiliated person” of the Defendants Aeltus Investment Management, Inc., and ING
Funds Distributor, LLC., as those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the
Investment Company Act. Itis an affiliated person of those Defendants as thattermis used
in Section 36(b) of the Investment Company Act.

7. The Defendant Aeltus Investment Management, Inc. (“Aeltus”™), is a corporation
organized underthe laws of the State of Connecticut. ltis an “investment advisor” to the Fund,
as thattermis defined in Section 2(a)(20) of the Investment Company Act, and as thatterm
is used in Section 36(b) of the Investment Company Act. Aeltus is an indirect wholly-owned
subsidiary of ING Group. It is a “affiliated company” and an “affiliated person” of the
Defendants ING Investments and ING Funds Distributor, LLC., as those terms are defined in
Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act. Itis an affiliated person of

those Defendants as that term is used in Section 36(b) of the Investment Company Act.
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8. The Defendant, ING Funds Distributor, LLC (“ING Distributor”) is a limited liability
company. ING Distributor is an indirect wholly-owned subsidiary of ING Group. Itis an
“affiliated company” and “affiliated person” of the Defendants ING Investments and Aeltus, as
those terms are defined in Sections 2(a)(2) and 2(a)(3)(C) of the Investment Company Act.
Itis an affiliated person of those Defendants as that term is used in Section 36(b) of the
Investment Company Act.

9. The Nominal Defendant, ING Principal Protection Fund (the “Fund”), (formerly known
as Pilgrim Principal Protection Fund), is part of the ING Equity Trust (the “Trust”), whichisan
open - end investment management company registered underthe Investment Company Act.
ING Equity Trust is a Massachusetts business trust with at least 20 separate funds, one of
which is the Fund.

Facts Regarding the Fund

10.  The Fund is the first of a series of virtually identical registered open-end investment
management companies which have been formed by the Defendants and their affiliates.
Those other funds are entitled ING Principal Protection Fund 1 111, IV, V, VI, Viland VIIl. They
are collectively referred to herein as the “Other PP Funds.” All of the Other PP Funds are part
ofthe ING Equity Trust. ING Principal Protection Fund VIII (*PP Fund VIlI") has been recently
formed and, as of the filing of this Complaint, it is in its Offering Period, when its shares are
being offered to the public.

11.  The business and affairs of the ING Equity Trust and of the Fund are purportedly
managed under the direction of the ING Equity Trust Board of Trustees. There are eleven

trustees who are the members of the Trust's Board of Trustees.




12.  Twoofthose Trustees, Thomas J. Mclnerney and John G. Turner, are considered by
the Trust to be “interested persons” and hence, not independent trustees of the Trust.
13.  The other trustees of the Trust are: Paul S. Doherty, J. Michael Earley, R. Barbara
Gitenstein, Walter H. May, Jock Pattbn, David W.C. Putnam, Blaine E. Rieke, Roger B..
Vincentand Richard A. Wedemeyer. Those trustees have been designated by the Fund as
persons who are not aninterested person of the Trust, as defined in the investment Company
Act, and hence, they have been designated by the Fund as independent trustees. Those
Trustees are hereinafter, collectively referred to as the “independent’ Trustees.” The use of
that term to refer to those trustees is based upon that designation by the Fund, and is nota
statement by Plaintiffs that those Trustees have been properly designated as independent
trustees, under the investment Company Act.

14.  All of the trustees of the Trust identified in the two preceding paragraphs are
sometimes collectively referred to herein as the “Trustees” or the “Board of Trustees.”
15.  Forall purposesunderthe Investment CompanyActand SEC Rule 12b-1 promulgated
thereunder, the Board of Trustees of the Trust constitute the “board of directors” of the Trust
and the Fund as the term “board of directors” is used in the Investment Company Act and Rule
12b-1.

16.  Forall purposesunderthe Investment Company Act and SEC Rule 12b-1 the Trustees
are the “directors” of the Trust and the Fund as the term “directors”isused in the Investment
Company Act and Rule 12b-1.

17.  The Trustees are also the directors or trustees of all of the Other PP Funds.




18.  The“Independent” Trustees are the directors or trustees of numerous trusts which are

part of the ING mutual fund complex which trusts have a total of 114 portfolios.

SUBSTANTIVE ALLEGATIONS

The Excessive Rule 12b-1 Distribution Fees

19.  Sharesinthe Fund were offered for sale to the public pursuant to a prospectus dated
July 3,2001. Underthe terms of the offering investors could purchase shares in the Fund only
during the time period from July 5, 2001 through October 3, 2001, which time period was
referred to in the prospectus as the “Offering Phase.”

20.  The period from October4, 2001 through October 3, 2006, is defined in the prospectus
as the “Guarantee Period.” During the Guarantee Period, no additional shares of the Fund
have been or will be sold either to the general public or to the existing shareholders of the
Fund, except forthe reinvestment of shares into the Fund of dividends received from the Fund
by current shareholders.

21.  The prospectus defines the period after October 3, 2006 as the “Index Plus LargeCap
Period.” During the Index Plus LargeCap Period, shares of the Fund will be offered, on a
continuing basis, only to existing shareholders of the Fund.

22.  SECRule 12b-1 permits, subject to specified requirements, the establishment by a
registered open-end management investment company of a Rule 12b-1 plan and the entering
into by aregistered open-end management company, a Rule 12b-1 agreement, which plan
and agreement provide for the payment by the registered open-end managementinvestment

company for activities which are primarily intended to resultin the sale of shares issued by
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such company, including, but not necessarily limited to, advertising, compensation of
underwriters, dealers, and sales personnel, the printing and mailing of prospectuses to other
than current shareholders, and the printing and mailing of sales literature.

23. SEC Rule 12b-1 requires that:

a. anyRule 12b-1 plan proViding for distribution payments to be made by aregistered
open-end management investment company, must be terminable at any time by a vote of a
majority of the disinterested directors of the investment company;

b. anyagreementtoimplementaRule 12b-1 plan providing for distribution payments
to be made by a registered open-end management investment company, must be terminable
on 60 days notice by a vote of a majority of the disinterested directors of the investment
compény;

c. anyRule 12b-1 plan oragreementtoimplement such a plan, which provides that
it shall continue in effect for more than one year, must provide that such continuance be
specifically approved, atleast annually, by a majority of the board of directors and majority of
the disinterested directofs; |

d. directors of an investment company may not appr_ove the implementation or the
continuation of a Rule 12b-1 plan, unless they conclude, in the exercise of reasonable
business judgment and in light of their fiduciary duties under state law and under Sections
36(a) and (b) of the Investment Company Act, that there is a reasonable likelihood that the

plan will benefit the investment company and its shareholders.




24. Inlight of the lack of any public sales or distribution of shares of the Fund during the
Guarantee Period, the costs incurred by the Defendant ING Distributor or any other affiliated
company of the Defendants during the Guarantee Period, for any activity which was or will be
primarily intended to result in the sale of shares issued by the Fund during the Guarantee
Period, including, but not limited to, advertising, compensation of underwriters, dealers, and
sales personnel, the printing and mailing of prospectuses to other than current shareholders,
and the printing and mailing of sales literature, have been and will continue to be de minimus.
25.  Priorto the beginning of the Offering Phase, the Fund enacted a plan (the “Plan”)
purportedly pursuant to Securities and Exchange Commission (“SEC”) Rule 12b-1, pursuant
to which the Fund would pay the Defendant ING Distributor an annual distribution fee (paid
monthly) equal to 1% of the net asset value of the Fund.

26.  Since the Plan was enacted prior to the sale of shares of the Fund to the public, the
Plan was not approved by a vote of a majority of the owners of a majority of the outstanding
shares of the Fund. See Rule 12b-1(b)(1).

27.  The Planwas approved by a unanimous vote of the Board of Trustees of the Fund and
by a unanimous vote of the “Disinterested” Trustees.

28.  Priortothe beginning of the Offering Phase, the Fund also entered into an agreement
with the Defendant ING Distributor (the “Agreement”), pursuant to the Plan and purportedly
pursuantto Rule 12b-1, pursuantto which the Fund would pay the Defendant ING Distributor
an annual distribution fee (paid monthly) equal to 1% of the net asset value of the Fund.
29. The Agreement was approved by a unanimous vote of the Board of Trustees of the

Fund and by a unanimous vote of the “Disinterested” Trustees of the Fund.
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30. The Plan and Agreement both provide (as required by Rule 12b-1(b)(3)(i)) that they
may continue for more than one year only if they are specifically approved by a vote of the
Board of Trustees and by a vote of the “Independent” Trustees, at least annually.

31.  Oninformation and belief, the Trustees and the “Independent” Trustees, specifically
voted unanimously to continue the Plan and the Agreement, on atleast two annual occasions,
since their original approval of the Plan and the Agreement.

32. Oninformation and belief, the Trustees, at least quarterly since October 2001, have
received and reviewed a written report of the amount paid by the Fund to the Defendant ING
Distributor and the purposes for which such expenditures were made. The Trustees did not
vote to discontinue or terminate the Plan or the Agreement after any of those reviews.
33.  Since October4, 2001, the beginning of the Guarantee Period, to the present, the Fund
has been charged by, and has paid to, the Defendant ING Distributor, pvursuant tothe Plan and
the Agreement, a Distribution Fee (paid monthly) equal to 1% of the net asset value of the
Fund peryear. Duringits fiscal year ended May 31, 2002, the Fund paid the Defendant ING
Distributor approximately $3,300,000 in Distribution Fees. Duringits fiscal year ended May
31, 2003, the Fund paid the Defendant ING Distributor approximately $4,500,000 in
Distribution Fees. Plaintiffs estimate thatthe Fund, since May 31, 2003, continued to pay the
Defendant ING Distributor approximately the same periodic amounts for distribution fees as
it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estimate that the
Fund has paid the Defendant ING Distributor approximately $4,500,000 in Distribution Fees
during the one-year period prior to the filing of this Complaint and approximately $9,000,000

in Distribution Fees since the beginning of the Guarantee Period.
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34. The Distribution Fees paid by the Fund to the Defendant ING Distributor were
excessive, because those payments materially exceeded the expenses incurred by the
Defendant ING Distributor during that time period, which expenses were incurred primarily to
result in the sale of shares issued by the Fund, including, but not limited to, advertising,
compensation of underwriters, dealers, and sales personnel, the printing and mailing of
prospectuses to other than current shareholders, and the printing and mailing of sales
literature. Infact, as explained above, those expenses of Defendant ING Distributor since the
beginning of the Guarantee Period were de minimus.

35. Plaintiffs estimate that the Fund, after the filing of this Complaint, will continue to pay the
Defendant ING Distributors approkimatelythe same periodic amounts for Distribution Fees
as it did during its fiscal year ended May 31, 2003. Accordingly, the Plaintiffs estiméte that
the Fund will pay the Defendant ING Distributor, each month after the filing of this Complaint,
approximately $375,000 in Distribution Fees.

36. The Distribution Fees that will be paid by the Fund to the Defendant ING Distributor after
the filing of this Complaint and during the Guarantee Period will be excessive, because those
payments will materially exceed the expenses that will be incurred by the Defendant ING
Distributor after the filing of the Complaint and during the Guarantee Period, which expenses
will be incurred primarily to result in the sale of shares issued by the Fund, including, but not
 limited to, advertising, compensation of underwriters, dealers, and sales personnel, the
printing and mailing of prospectuses to other than current shareholders, and the printing and
mailing of sales literature. In fact, as explained above, those expenses of Defendant ING

Distributor after the filing of this Complaint and during the Guarantee Period, will be de
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minimus.

37. Inlightofthe factthat no sales of Fund shares have been, orwill be, made fo the public
during the Guarantee Period, the continuation of the Fund’s Plan and the Fund’s Agreement
with the Defendant ING Distributor, during the Guarantee Period was (and continues.to be)
without any reasonable basis because there was (and continues to be) not bnly no reasonabie
likelihood, there was (and continues to be) in fact no likelihood, that the continuation of the
Plan and the Agreement during that time period would benefit the Fund and its shareholders.
38. Inlight of the factthat no sales of Fund shares have been, or will be, made to the public
during the Guarantee Period, the payment by the Fund of the above referenced distribution
fees durjng the Guarantee Period was (and continues to be) without any reasonable basis
becauée there was (and continues to be) not only no reasonabile likelihood, there was (and
continues to be)in fact no likelihood, that the payment by the Fund of the above referenced
distribution fees to the Defendant ING Distributors during that time period would benefit the
Fund and its shareholders.

39. The Trustees of the Fund have a fiduciary duty to the Fund and its shareholders.
40. Byapprovingthe Plan and the Agreement, and by approving of the continuation ofAthe
Plan and the Agreement during the Guarantee Period, in light of the fact that there was no
reasonable likelihood that payment by the Fund of the distributidn fees setforth in the Plan and
the Agreement would benefit the Fund and its shareholders, the Trustees breached their

fiduciary duty to the Fund and its shareholders and breached their obligations under SEC Rule

12b-1(e).
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41.  Asanaffiliated company of the Defendants ING investments and Aeltus, Defendant ING
Distributor has a fiduciary duty tothe Fund and its shareholders. Furthermore, as an affiliated
company of the Defendants ING Investments and Aeltus, ING Distributor is liable under Sec.
36(b)of the Investment Company Act to the Fund for excessive compensation or payments
paid to it by the Fund.

42.  Bycollecting excessive distribution fees from the Fund duﬁng the Guarantee Period,
ING Distributor breached its fiduciary duty to the Fund and‘its shareholders and is liable for
those excessive distribution fees paid to it by the Fund pursuant to Sec. 36(b) of the
Investment Company Act and the common law.

43.  Bycontinuing to collect excessive distribution fees from the Fund after the filing of this
Complaint, ING Distributor continues to breach its fiduciary duty to the Fund and its
shareholders and to violate Sec. 36(b) of the Investment Company Act.

The Excessive Management and Advisory Fees

44.  Sec. 15(a)of the Investment Company Act provides that any contractto serve as an
investment advisor of a registered investment company must:

a. specifically precisely all compensation to be paid thereunder,

b. provide thatitis terminable, without cause and without penalty, on no more than
sixty days notice, by the investment company’s board of directors;

c. provide that it may continue in effect for more than two years only if its

continuance is specifically approved annually by a vote of the board of directors of the

investment company.
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45.  The Fund has advisory and sub-advisory contracts with the Defendants ING
investments énd Aeltus which contain the provisions described in the preceding paragraph
(the “Investment Advisory Contracts”). |

46. On information and belief, the Investment Advigbw Contracts were approved by a
unanimous vote of the Trustees.

47.‘ On information and belief, the continuation of the Investment Advisory Contracts was
apprerd by the unanimous vote of the Trustees some time prior to July 5, 2003.

48. TheDefendantING Investments, as the inQestment advisor for the Fund, has overall and
ultimate responsibility for the management of the Fund's investments, pursuant to the
investment criteria set forth in the Prospectus and the governing Fund documents. The
Defendant Aeltus, as the investment sub-advisor for the Fund, has the operating responsibility
for the management of the Fund investments, pursuant to the investment criteria set forth in
the Prospectus and the governing Fund documents. The Prospectus for the Fund describes,
atpages 2, 3 and 15, investment criteria for the Fund, during the Guarantee Period, and the
responsibilities of the Defendants ING Investments and Aeltus as the Fund’s investment
advisor and sub-advisor, respectively. Page 15 also sets forth the advisory and sub-advisory
fees to be paid by the Fund t;) the Defendants, ING Investments and Aeltds. A copy ofthose
pages of the Prospectus for the Fund are attached hereto as Exhibit A, and are incorporated
herein by reference.

49.  Asreflected in Exhibit A, the assets of the Fund are allocated, based upon criteria

described therein, into two components, the Equity Component and the Fixed Component.
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50.  Sincethe commencementof the Guarantee Period, the Defendant ING Investments
has been paid an advisory fee by the Fund of .80% of the Net Asset Value of the Fund, each
year, in payment for the advisory services described above and in Exhibit A. That .80%
advisory fee is paid on all of the Net Asset Value of the Fund, without regard to whetherthose
assets are invested in the Equity Component or the Fixed Componént.

51.  Since the commencement of the Guarantee Period, the Defendanthéltus hés been
paid a sub-advisory fee of .40% of the Net Asset Value of the Fund, each year, in payment for
the sub-advisory services described above and in Exhibit A. Aeltus’ sub-advisory fee has
been paid by ING Investments, out of the advisory fee paid to ING Investments by the Fund.
That .40% sub-advisory fee is paid on all of the Net Asset Value of the Fund, without regard
to whether those assets are invested in the Equity Component or the Fixed Component.
52.  Asupplementdated July 22, 2003, was issued to the July 3,2001, Prospectus for the
Fund (the “Supplement”). A copy of the Supplement is attached hereto as Exhibit B and
incorporated herein by reference. The Supplement provides that under specified
circumstances, the Equity Component of the Fund’s investments could be invested in
exchange traded funds (“ETFs"), which are passively managed investment companies traded
on a securities exchange whose goal is to track or replicate a desired index. The Supplement
did not disclose any change in any investment advisory fees paid by the Fund to the
Defendants, ING Investments and Aeltus. Accordingly, the Fund will pay the Defendant, ING
~ Investments, .80% ofthe net asset value of the Fund assets invested inthe ETFs and Aeltus
will be paid a sub-advisory fee of .40% of the net asset value of the Fund assets invested in

the ETFs.
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53. The Fuhd and the Other PP Funds have numerous co'rhmOn characteristics, and no
material differences, in the way they are organized, marketed and in the way their assets are
managed and invested. Some of those common characteristics are:

a. They are all part of the ING Equity Trust, which is an open-end investment
management company registered under the Investment Company Act. The ING Equity Trust
is a Massachusetts business trust with at least 20 separate funds, one of which is the Fund

Aand seven of which are the Other PP Funds.
b.  Theirshares were sold to the public only during limited time periods, called the
‘Offering Phase or Offering Period. Thereafter there is a Guarantee Period of five years.

During the Guarantee Period no shares will be sold to either the public or current
shareholders, exceptforthe reinvestfnent of dividends by current shareholders. Thereafter
there will be an Index Plus LargeCap Period, during which shares will be offered, on a
continuing basis, only to existing shareholders.

C. The investment criteria and asset allocation during each of the defined tjme
periods —the Offering Phase, the GQarantee Period and the Index Plus LargeCap Period —
are identical or virtually identical.

d. The Defendant ING lnvesfments is the investment advisor for all of the Other
PP Funds and its duties and responsibilities as investment advisor is identical for the Fund
and for all of the Other PP Funds.

e. The Defendant Aeltus is the investment sub-advisor for all of the Other PP
Funds and its duties and responsibilities as investment sub-advisor is identical for the Fund

and for all of the Other PP Funds.
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f. The same individual, Mary Ann Fernandez, Senior Vice President of Aeltus,
'serves as strategist for the Fund and all of the Other PP Funds. Furthermore, Ms. Fernandez
is responsible for overseeing the overall strategy of the Fund and all of the Other PP Funds
and the allocation of Fund Assets and the assets of the ’Other PP Funds, between the Equity: |
and Fixed Components.

g. The same individual, Hugh T. M. Whelan, Portfolio Managef at Aeltus-, co-
manages the Equity Component of the‘investmer.\ts of the. Fund andthe Edu'ity Component of
the investments of all of the Other PP Funds.

h. The same individual, Douglas E. Cote; Portfolio Manager ét Aeltus, co-
manages the Equity Component 6f the investments of the Fund and the Equity Corﬁponent of
the investments of all of the Other PP Funds.

i. The same indiQidual, John Murphy, Portfolio Manager at Aeltus, manages the
Fixed Component investment of the Fund and all of the Other PP Funds.

54.  The Prospectus for the Principal Protection Fund ViI (‘PP Fund VII") describes, at’
pages 2, 3, and 17, investment criteria forthe PP Fund VII, during the Guarantee Period, and
the responsibilities of the Defendants ING lnvestmenté and Aeltus as PP Fund ViI'sinvestment
advisor and sub-advisor, respectively. Page 17 also sets forth the advisory and sub-advisory
fees to be paid by Fund VIi to the Defendants, ING Investments and Aeltus. A Supplement,
dated June 24, 2003, to the PP Fund VIl Prospectus (the “PP Fund VIl Supplement”),
discloses the waiver, by ING investments, of the entire .80% management fee described on
page 17 of the PP Fund VIl Prospectus. Pages 2, 3 and 17 of the PP Fund VIl and the PP

Fund VIl Supplement are attached hereto as Exhibit C and are incorporated herein by

16




reference.

55.  Asreflected in Exhibit C, the Defendant ING Investments is currently being' paid no
annual investment advisory fee on the net asset value of the PP Fund VII. Thisis .80% less
than the investment advisory fee which ING Investments charges the Fund. -

56.  As reflected in Exhibit C, before the waiver bf the advisory fee described in the PP
Fund VIl Supplement, Aeltus was to receive an annual sub-advisory fee duringthe Guarantee
Period of .36% of the net asset value of the PP Fund ViIl. | |

57.  Asreflected in Exhibits A, B and C, the duties and responsibilities of the Defendant
ING Investments, as investment advisor for the Fund and for PP Fund VII (which have virtually
identical investment cfite‘ria and parameters)are identicall. ‘Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund more of the net asset value of the
Fund'sinvestmentsinthe Fixed and ETS Components than it willbe Vpaid by PP Fund Vlifor
identical investment advisory services. |

58.  The Prospectus for the PP Fund VIII describes, at pages 2, 3 and 17, investment
criteria for the PP Fund VIII, during the Guarantee Period, and the responsibilities of the
Defendants ING InVestments and Aeltus asPP Fuhd VIlI's investment advisor and sub-advisor,
respectively. Page 17 also sets forth the advisory and sub-advisory fees to be péid bythe PP
Fund VI, the Defendants, ING Investments and Aeltus. A copy of those pages of the

Prospectus forthe PP Fund VIl are attached hereto as Exhibit D, and are incorporated herein

by reference.
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59. As reflected in Exhibit D, the Defendant ING Investments will be paid an annual
"~ investment advisory fee of .80% of netasset value of the PP Fund VIl investment in the Equity
Component of the asset allocation but ING Investments will only be paid an annual investment
advisory fee of .55% of the net asset value of the PP Fund VIl investments in the Fixed
Componentand ETS Component of the asset allocation. Thisis .25% ofthe Net Asset Value
of the investments in the Fixéd Component and the ETS Component less than the .8__0%
investment advisory fee which ING Investments charges the Fund for its investments in ité
Fixed and ETS Components.

60. Asreflected in Exhibits A, B and D, the d.uties and responsibilities of the Defendant
ING Investments, as investment advisor for the Fund and for PP Fund Vill (which have virtually
" identical investment criteria and parameters) are identical. Nevertheless, the Defendant ING
Investments has charged, and continues to charge, the Fund .25% more of the net asset value
of the Fund’s investments in the Fixed and ETS Components than it will be paid by PP Fund
VI for identical investment advisory services.

61. Thosefacts demonstrate that the investment advisory fees received by Defendant ING
Investments from the Fund, and to be received after the filing of this Complaint, are excessive.
62. Astheinvestmentadvisorto the Fund, the Defendant ING Investments has a fiduciary
duty to the Fund and its shareholders.

63. By collecting exgessive investment advisory fees from the Fund, Defendant ING
Investments breached its fiduciary duty to the Fund and its shareholders and violated Sec.

36(b) of the Investment Company Act.
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64.  Bycontinuing to collect excessive investment managementfees fromthe Fund after
the filing of this Complaint, Defendant ING Investments continues to breach its fiduciary duty
to the Fund and its shareholders and violate Sec. 36(b) of the investment Company Act.
65.  Asreflectedin Exhibit C, the Defendant Aeftus will be paid anannual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund VII during the
Guarantee Period, if the waiver of the investment advisory fees described in the PP Fund Vi
Supplement s reversed. This would be .04% Iéss than the investment sub-advisory fee which
Aeltus receives as investment sub-advisor for the Fund.

66. Asreflectedin Exhibit D, the Defendant Aeltus will be paid an annual investment sub-
advisory fee of .36% of the net asset value of the investments of PP Fund VIIi in the Equity
Componentand .2475% of the net asset vélue ofinvestments of the PP Fund Vil inthe Fixed
Component. Thisis.04% less thanthe investment sﬂb-advisoryfee which Aeltus receives as
investment sub-advisor for the Fund for Equity Component investments and .1525% less than
the investment sub-advisory fee which Aeltus receives as investment sub-advisor of the Fund
for the Fund's Fixed- Component investments.

67. Asreflectedin Exhibits A, B, C and D, the duties and responsibilities of the Defendant
Aeltus, as investment sub-advisor forthe Fund and for PP Fund Vil and VIIi (all of which have
virtually identical investment criteria and parameters) are identical. Nevertheless, the
Defendant Aeltus has received, and continues to receive, more from the Fund than it will be
paid for identical investment sub-advisory services to PP Fund VIl and VIiI.

68.  Thosefacts demonstrate that the investment sub-advisory fees received by Defendant

Aeltus, and to be received after the filing of this Complaint, are excessive.
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69. Asthe investmeﬁt sub-advisor to the Fund, the Defendant Aeltus has a fiduciary duty
to the Fund and its shareholders.

70. Bycollecting excessive investment sub-advisory fees, Defendant Aeltus breached its
fiduciary duty to the Fund and its shareholders and violated Sec. 36(b) of the Investment
Company Act.

_ 71. By continuing to collect excessive investment advisory fees after the filing of this
Complaint, Defendant Aeltus continL_Jes to breach its fiduciary duty to the Fund and its

shareholders and violate Sec. 36(b) of the Investment Company Act.

DERIVATIVE ALLEGATIONS

72. This a_ction is brought by the Plaintiffs derivatively, on behalf of the Fund, to recover
excessive Rule 12b-1 Distribution Fees paid by the Fund to the Defendant ING Distributor.
73.  Thisactionis also brought by the Plaintiffs, defivatively, on behalf of the Fund to recover
excessive management or advisory fees paid by the Fund to the Defendants, ING Investments
and Aeltus.

74.  Ineachinstance, the charging of, and receiving of, excessive fees by the Defendants,
fromthe FUnd,constituted abreach by the Defendants of theirfiduciéry duty tothe Fund and
violated Sec. 36(b) of the Investment Company Act.

75.  This action is brought by the Plaintiffs, derivatively, on behalf of tﬁe Fund, pursuantto
Rule 36(b) of the Investment Company Act. Accdrdingly, the Plaintiffs were not required to‘,
and have not, made demand upon the Trustees of the Fund to bring this action on behalf of
the Fund. See, Daily Income, Inc. v. Fox, 464 U.S. 523, 104 S.Ct. 831 (1984).
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76.  Evenifit had been required for demand to be made upon the Trustees to cause the
Fund to bring this action against the Defendants, the making of such demand in this case
would have been futile and, hence, is excused.
77.  Demand upon the Trustees would have been futile because the claims asserted herein
are based upon the excessiveness of fees charged to the Fund by the Defendant pursuant to
the Plan., the Agreement and the Advisory Fee Contracts which the Trustees have specifically -. - -
voted to approve and voted to continue.
78.  Under these circumstances, each of the Trustees is deemed “interested” in the
fransaCtions and conduct at issue, because each of the Trustees “. . . is a party to the
transactions and conduct.” 1. ALl Principal of Corporate Government: Analysis and
Recommendations Section 1.23(a)(1) (1994) as cited in Harhen v. Brown, 431 Mass. 838,
843 (2000). |
79.  There being no disinterested trustees with respect to this matter, demand on the
Trustees would be futile.
80. Thatdemandwould be futile underthese circumstances is reinforced by the following
conclusion in Daily Income Fund, Inc., 464 U.S. at 546 (Stevens, J., concurring):

...ademand requirement would serve no meaningful purpose

... the contract against the Fund and its investment advisor had

been expressly approved by the independent directors of the

Fund. Since the disinterested directors are required to review

and approve all advisory fees and contracts under Sec. 15 of the

Act. .. a demand would be a futile gesture after directors have
already passed on the contract.

21




COUNT |

Against the Defendant ING Distributor for Breach of Fiduciary Duty and For
Violation of Sec. 36(b) of the Investment Company Act

‘81. The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.
82. TheDefendantING Distribuforis Iiablexto the Fund for breach of its fiduciary duty to the
Fund and its shareholders and for violation of Sec. 36(b) of the Investment Company Act.
83.  TheFundhasbeendamaged bythé Defendant ING Distributor’s breach of its fiduciary

- duty to the Fund and its shareholders and by its violation of Sec. 36(b) of the Investment

Company Act, by the amount which the Defendant ING Distributor received fromthe Fund as

distribution fees during the Guarantee Period.

COUNT I
Against the Defendants ING Investments and Aeltus for Breach of Fiduciary Duty
and For Violation of Sec. 36(b) of the Investment Company Act

8_4._ The Plaintiffs repeat and reallege all of the preceding paragraphs in this Complaint.

85.  The Defendant ING Investments and Aeltus are liable to the Fund for breach of their

- fiduciary duties to the Fund-and its shareholders and for violation of Sec. 36(b) of the
Investment Company Act.

86. The Fund has been damaged by the breach by Defendants ING Investments and Aeltus

of theirfiduciary duties to the Fund and its shareholders and by their violations of Sec. 36(b)

of the Investment Company Act, by the excessive amounts which the Defendants ING

Investments and Aeltus received and will receive as investment advisory and investment sub-

advisory fees.

22




WHEREFORE: Plaintiffs pray this Honorable Court to:

A. Find the Defendants liable for breach of their fiduciary duties to the Fund and
its shareholders and for violation of Sec. 36(b) of the Investment Company Act;

B. Declare thatthe diétribution,_advisory and sub-advisory fees that have been and
continue to be charged by the Defendants are excessive;

C. Issue a permanent injunction, enjoining the Defendants from continuing to
charge the distribution, advisory and sub-advisory fees which this Court finds
to be excessive;

D. Determine and award to the Fund the amount of excessive distribution, advisory
and sub-advisory fees that the Defendants have received from the Fund;

E. Award the Plaintiffs their reasonable attorneys fees and cost§;_ and __

F. Any other further relief which this Court finds just and proper.

Dated: November 7, 2003

Submitted by the éttorneysf r the Plaintiffs,

Edward F. Haber BBG No. 215620
Christine E. Morin BBO No. 600237
Shapiro Haber & Urmy LLP

75 State Street

Boston, MA 02109

(617) 439-3939

OF COUNSEL:
Richard J. Vita BBO No. 510260

77 Franklin Street, 3 FI.
Boston, MA 02110
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DECLARATION

Now comes Walter Price, Trustee, Revokable Living Trust D/T/D, 12/24/00, and he

hereby deposes and says:

1. | am a Plaintiffin the action entitied Walter Price and Heidi Hedlund, Trustees,
Revokable Living Trust D/T/D, 12/24/00, derivatively on behalf of ING Principal Protection
Fund v. ING Funds Distributor, LLC, ING Investménts, LLC, and Aeltus Investment
Management, Inc., defendants, and ING Principal Protection Fund, nominal defendant.

2. | have reviewed the Derivative Complaint in the action. The allegations in

paragraph five of the Complaint are true and accurate to the best of my knowledge and belief.

Signed and sworn to this 'L dayof October, 2003, under the pains and penalties
Yy

of perjury.
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July 3, 2001

Classes A, B and C

The Offering Phase will run from July 5, 2001 through October 3,

2001. All monies to purchase shares during Lhe Offering Phase
must be received no later than October 3, 2001.

This prospectus contains important information about investing in
the Pilgrim Principal Protection Fund. You should read it carefully
before you invest, and keep it for future reference. Please note that
your investment: is not a bank depasit, is not guaranteed by the
Federal Deposit insurance Corporation (FDIC), the Federal Reserve
Board or any other government agency and is affected by market
fluctuations. There is no guarantee that the Fund will achieve its
objective. As with all mutual funds, the US. Securities and
Exchange Commission (SEC) has not approved or disapproved
these securities nor has the SEC judged whether the information in
this prospectus is accurate or adequate. Any representation to the
contrary is a criminal offense.

Pilgrim Principal
Protection Fund

o PILGRIM

]




PiLGrRM PrRINCIPAL PROTECTION FUND

Adviser
ING Pilgrim Investments, LLC

Sub-Adviser

Aeltus investment Management, Inc.

GQUARANTEE
PERIOD
OBIJECTIVE

During the Guarantee Period, the Fund seeks to
‘participate in favorable equity market conditions while
preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PERIOD
INVESTMENT
STRATEGY

@)

Under normal market conditions, during the Guarantee
Period the Fund's assets are allocated between an:

» Equity Component, consisting primarily of common
stocks, and a

* Fixed Component, consisting primarily of
U.S. Government securities.

Equity Component — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will empioy an
Enhanced index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component’s net assets in stocks included in the Standard
and Poor's 500 index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may also include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor’s Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or gvoiding
altogether) those stocks that it believes will underperform

the S&P 500. Stocks that the Sub-Adviser believes are likely -

to match the performance of the S&P 500 are invested in
proportion to their representation in the index. To
determine which stocks to weight more or less heavily, the
Sub-Adviser uses internally developed quantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hold 400 stocks and generally
holds between 400 and 450 stocks included in the

S&P 500. Although the Equity Component will not hold all

of the stocks in the S&P 500, the Sub-Adviser expects that

2 Pilgrim Principal Protection Fund

there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets.

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for &
specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at any point in time, closely
resemble those of a portfolio of zero coupon bonds which
mature within one month of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS {Separate Trading of Registered Interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine, on an ongoing basis, the
percentage of assets aliocated to the Equity Component
and to the Fixed Component. The mode! evaluates a
number of factors, including, but not limited to:

+ the market value of the Fund’s assets as compared to
the aggregate guaranteed amount;

* the prevaﬂing level of interest rates;
+ equity market volatility; and

» the length of time remaining until the Guarantee
Maturity Date. ‘

The:model will determine the initial allocation between
the Equity Component and the Fixed Component on the
first day of the Guarantee Period and will evaluate the
allocations on a daily basis thereafter. Generally, as the
market vaiue of the Equity Component rises, more assets
are allocated to the Equity Component, and as the market
value of the Equity Component declines, more assets are
allocated to the Fixed Component.
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The model may require the Fund to have a portfolio
turnover rate in excess of 200%. Portfolio turnover refers

-to the frequency of portfolio transactions and the
percentage of portfolio assets being bought and sold
during the year.

Transition Period. After the Guarantee Maturity Date,
the Fund will, in the ordinary course of its investment
activities, sell any fixed-income securities remaining in its
portfolio and purchase stocks inciuded in the S&P 500 and
S&P 500 futures contracts as soon as reasonably
practicable, in order to conform its holdings to the Fund's
Index Plus LargeCap Period investment objective as
described later in the Prospectus.

GUARANTEE
PERIOD
Risks

5

The principal risks of an investment in the Fund during
the Guarantee Period are those generally attributable to
stock and bond investing. The success of the Fund's
strategy depends on the Sub-Adviser's ability to allocate
assets between the Equity Component and the Fixed
Component and in selecting investments within each
component. Because the Fund invests in both stocks and
bonds, the Fund may underperform stock funds when
stocks are in favor and underperform bond funds when
bonds are in favor.

The risks associated with investing in stocks include
sudden and unpredictable drops in the value of the
market as @ whole and periods of lackiuster or negative
performance. The performance of the Equity Component
also depends significantly on the Sub-Adviser's skill in
determining which securities to overweight, underweight
or avoid altogether. '

The principal risk associated with investing in bonds is
“that interest rates may rise, which generally causes bond
prices to fall. The market value of a zero coupon bond
portfolio (which may include STRIPS) generally is more
volatile than the market value of a portfolio of fixed
income securities with similar maturities that pay interest
periodically. With corporate bonds, there is a risk that the
issuer will default on the payment of principal or interest.

If interest rates are low (particularly at the inception of
the Guarantee Period), Fund assets may be largely
invested in the Fixed Component in order to increase the
likeiihood of preserving the value of the Fund as
measured at the inception of the Guarantee Period. In
addition, if during the Guarantee Period the equity

markets experience a major decline, the Fund's assets may
become largely or entirely invested in the Fixed
Component. In fact, if the value of the Equity Component
were to decline by 30% in a single day, a complete and
irreversible reallocation to the Fixed Component may
oceur. In this circumstance, the Fund would not participate
in any subsequent recovery in the equity markets. Use of
the Fixed Component reduces the Fund's ability to
participate as fully in upward equity market movements,
and therefore represents some loss of opportunity, or
opportunity cost, compared to a portfolio that is more
heavily invested in equities. In addition, the terms of a
Financial Guaranty Agreement executed in connection
with the Guarantee prescribes the manner in which the
Fund must be managed during the Guarantee Period.
Accordingly, the Financial Guaranty Agreement could limit
the Sub-Adviser’s ability to alter the management of the
Fund during the Guarantee Period in response to
thanging market conditions.

The use of futures contracts by the Fund can amplify a
gain or loss, potentially earning or losing substantially
more money than the actual cost of the investment. In
addition, while a hedging strategy can guard against
potential risks for the Fund as a whole, it adds to the
Fund's expenses and may reduce or eliminate potential
gains. There is also a risk that a futures contract intended
as a hedge may not perform as expected.

The asset allocation process results in additional
transaction costs such as brokerage commissions. This
process can have an adverse effect on the performance of
the Fund during periods of increased equity market
volatility. In addition, a high portfolio turnover rate,
which may also have an adverse effect on the
performance of the Fund, may increase the Fund's
transaction costs.

The asset allocation process and sale of fixed-income
securities in connection with the transition period may -
also result in the realization of additional gains to the
Fund and may therefore also increase the tax liability of
shareholders. The Fund will distribute any net gains and
income to shareholders. Such distributions are taxable to
shareholders even if the distributions are reinvested in the
Fund.

Shares of the Fund may fall in value and you could lose
money by investing in the Fund if you redeem your
shares prior to the Guarantee Maturity Date or if you
continue to hold Fund shares after the Guarantee
Maturity Date. '

For a description of additional principal risks, see "“Other
Principal Risks of Investing in the Fund and “More
information About Risks” later in this Prospectus.

®
It you have any questions, please call 1-800-992-0180.
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Pilgrim Investments, LLC, a Delaware limited liability
company (ING Pilgrim or Adviser), serves as the investment
adviser to the-Fund. ING Pilgrim has overall responsibility
for the-management of the Fund. ING Pilgrim provides or
oversees all investment advisory and portfolio
management services for the Fund, and assists in
managing and supervising all aspects of the general day-
to-day business activities and operations of the Fund,
including custodial, transfer agency, dividend disbursing,
accounting, auditing, compliance and related services.

Organized in December 1994, ING Pilgrim is registered as
an investment adviser. ING Pilgrim is an indirect wholly-
owned subsidiary of ING Groep N.V. (NYSE: ING) (ING
Group). ING Group is a global financial institution active in
the field of insurance, banking, and asset management in
more than 65 countries, with almost 100,000 employees.

As of May 31, 2001, ING Pilgrim managed over
$18.6- billion in assets,

ING Pilgrim’s principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Pilgrim is entitied to receive an
advisory fee as set forth below. The advisory fee is

expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase

0.25%
Guarantee Period 0.80%
index Plus LargeCap Period 0.60%

ING Pilgrim has engaged Aeltus Investment Management,
Inc.,, a Connecticut corporation (Aeltus or Sub-Adviser), to
serve as the investment sub-adviser to the Fund's
portfolio. Aeltus is responsible for managing the assets of
the Fund in accordance with its investment objectives and
policies, subject to oversight by ING Pilgrim.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Group, and is an affiliate of ING Pilgrim. Aeltus has
acted as adviser or sub-adviser to mutual funds since 1994
and has managed institutional accounts since 1972.

As of May 31, 2001, Aeltus managed over $41 billion in
assets.

Its. principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub—advisdry
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund. '

Offering Phase 0:125%
Guarantee Period 0.40 %
index Plus LtargeCap Period 0.30 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsibie for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing
Director in the Real Estate Investment Group of Aetna Inc.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994,

Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
guantitative equity analyst since 1996. Previously, Mr. Coté
was responsible for developing quantitative applications
for Aeltus’ equity department.

Fixed Component. The Fixed Component is managed by
a team of Aeltus fixed-income specialists.

Portfolio Management During the Index Plus
LargeCap Period

It is anticipated that Messrs. Whelan and Coté will
manage the Fund during the Index Plus LargeCap Period.

.

&

If you have any guestions, please ¢all 1-800-992-0180.
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUNDS

Supplement Dated July 22, 2003
To The Class A, B and C Prospectuses
(Dates of Which are Indicated in Parentheses)

ING Principal Protection Fund ' (July 3, 2001)
ING Principal Protection Fund IT > (November 5, 2001)
ING Principal Protection Fund IIT (March 1, 2002)
ING Principal Protection Fund IV (June 7, 2002)
ING Principal Protection Fund V (October 11,2002)
ING Principal Protection Fund VI (January 10, 2003)
ING Principal Protection Fund VII (April 15, 2003)

The section entitled “Guarantee Period Investment Strategy,” on page 2 of each Prospectus, is

amended to insert the following subsection prior to the subsection entitled “Fixed Component”
on page 2: :

Investment Strategy Under Certain Market Conditions -- In the event that the Equity
Component’s market value is $5 Million or less, in order to replicate investment in stocks
listed on the S&P 500, the Sub-Adviser may invest the entire amount of the Equity
Component’s assets in S&P 500 futures, in exchange traded funds (ETFs), or in a combination
of S&P 500 futures and ETFs, subject to any limitation on the Fund’s investments in such
securities. ETFs are passively managed investment companies traded on a securities exchange
whose goal is to track or replicate a desired index. The Sub-Adviser will not employ an
enhanced index strategy when it invests in S&P 500 futures and ETFs.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE

! Formerly named Pilgrim Principal Protection Fund.
? Formerly named Pilgrim Principal Protection Fund II.
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Prospectus

April 15, 2003 ING Principal

Protection Fund Vi
Classes A, B and C

The Offering Period will run from May 1, 2003 through July 10,
2003. All monies to purchase shares during the Offering Period
must be received no later than July 10, 2003.




ING PrincipAL PrOTECTION FUND VI

Adviser
ING Investments, LLC

Sub-Adviser

Aeitus Investment Management, Inc.

GUARANTEE
PERIOD
OBJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorable equity market conditions while
preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GUARANTEE
PeriOD
INVESTMENT
STRATEGY

)

Principal Investment Strategies. The Fund will not
implement an "investment strategy’ in any conventional
sense. Rather, the fund's asset allocation strategy seeks to
optimize the exposure of the series to the Equity
Component while protecting Fund assets. Assets allocated
to the Equity Component may be reduced or eliminated in
order to conserve assets at a level equal to or above the
present vaiue of the Payment Undertaking. The Fund
allocates its assets among the foliowing asset classes:

* During the Offering Period, the Fund's assets will be
invested in short-term instruments.

* During the Guarantee Period, the Fund's assets will be
allocated between the:

* Equity Component, consisting of common stocks
included in the Standard and Poor’s 500 Index

(S&P 500} and futures contracts on the S&P 500; and
the

+ Fixed Component, consisting primarily of short- to
intermediate-duration U.S. Government securities.

The Fund'’s asset allocation strategy is implemented by
allocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, allocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Aliocation — the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, inciuding the then current market
value of the Fund, the then prevailing leve! of interest
rates, equity market volatility, the Fund's total annua!
expenses, and the Maturity Date. The model determines
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the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any reallocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed to the Equity
Component is always restricted so that even if it were to
experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The allocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

" Equity Component — the Equity Component will be

managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
Enhanced index Strategy. That strategy means that the
Sub-Adviser invests at least 80% of the Equity
Component's net assets in stocks included in the Standard
and Poor's 500 Index (S&P 500), although the weightings
of the stocks will vary somewhat from their respective
weightings in the S&P 500, as described below. The Equity
Component may also include up to 20% of S&P 500
futures contracts. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest pubiicly
traded companies in the U.S. selected by Standard and
Poor’s Corporation (S&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform

~ the S&P 500. Stocks that the Sub-Adviser believes are fikely

to match the performance of the S&P 500 are invested in
proportion to their representation in the Index. To
determine which stocks to weight more or less heavily, the
Sub-Adviser uses internally developed guantitative
computer models to evaluate various criteria, such as the
financial strength of each company and its potential for
strong, sustained earnings growth. At any one time, the
Equity Component must hold 400 stocks and generally
holds between 400 and 450 stocks included in the

S&P 500. Although the Equity Component will not hold all
of the stocks in the S&P 500, the Sub-Adviser expects that
there will be a close correlation between the performance
of the Equity Component and that of the S&P 500 in both
rising and falling markets.

The Fund may use futures for hedging purposes. Futures
contracts provide for the future sale by one party and
purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a
specified price on a designated date. During the
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Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and U.S. Treasury securities.

Fixed Component — the Sub-Adviser looks to select
investments for the Fixed Component with financial
characteristics that will, at'any point in time, closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and selling them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments,

Turnover. The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolio
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After July 15, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks included in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund’s Index Pius LargeCap Period investment
objective as described later in the Prospectus.

You could lose money on an investment in the Fund. All
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult

the Statement of Additional Information (SAl) for a
complete list of the risks and strategies.

PRINCIPAL
GUARANTEE
PeriOD
Risks

The principat risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as

the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihood that a significant portion of
Fund assets are aliocated to the Fixed Compenent during
periods of low interest rates and/or of declining equity
market which reduces the Fund'’s ability to participate
fully in upward equity market movement.

Allocation Risk: If at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund's assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment would be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets would
include more fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund’s assets may become largely
invested in the Fixed Component. In fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely accur. In the event of a reallocation of 100%
of the assets to the Fixed Component, the Fund would not
realiocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund’s ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared to a portfolio
that is fully invested in equities.

Asset Allocation May Underperform Static Strategies.
The asset allocation process results in transaction costs.
Volatile periods in the market may increase these costs.
This process can have an adverse effect on the
performance of the Fund during periods of increased
equity market volatility. in addition, a high portfolio
turnover rate, which may also have an adverse effect on
the performance of the Fund, may increase the Fund's
transaction costs.

Opportunity Costs. There are substantial opportunity
costs associated with an investment in the Fund. The Fund
may allocate a substantial portion, and under certain
circumstances all, of the Fund’s assets to the Fixed
Component in order to conserve Fund assets to a level
equal to or above the present value of the Payment
Undertaking. :

Initially, if interest rates are low, the aliocation to the
Fixed Component may be over 70% of the Fund assets. If
the market value of the Equity Component rises, the
percentage of the Fund’s assets allocated to the Equity
Component generally will also rise. However, the relative
volatility of these two Components as well as the past
performance of the Fund will affect these allacations. For
example, if the Fund incurs early losses, the Fund may

B
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ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING Investments, LLC, an Arizona limited liability company
(ING Investments or Adviser), serves as the investment
adviser to the Fund. ING Investments has overall
responsibility for the management of the Fund. ING
Investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend
disbursing, accounting, auditing, compliance and refated
services.

Organized in December 1994, ING Investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
_ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employees.

As of March 31, 2003, ING Investments managed over
$32.5 billion in assets.

ING Investments’ principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Investments is entitled to receive an
advisory fee as set forth below. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period 0.25%
Guarantee Period 0.80%
Index Plus LargeCap Period 0.60%

ING investments has engaged Aeltus Investment
Management, Inc., a Connecticut corporation (Aeltus or
Sub-Adviser), to serve as the investment sub-adviser to the
Fund's portfolio. Aeltus is responsible for managing the
assets of the Fund in accordance with its investment
objectives and policies, subject to oversight by ING
Investments.

Founded in 1972, Aeltus is registered as an investment
adviser. Aeltus is an indirect wholly-owned subsidiary of
ING Groep N.V., and is an affiliate of ING Investments.
Aeltus has acted as adviser or sub-adviser to mutual funds
since 1984 and has managed institutional accounts since
1972.

As of March 31, 2003, Aeltus managed over $38.1 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, Aeltus is entitled to receive a sub-advisory
fee as set forth below. The sub-advisory fee is expressed
as an annual rate based on the average daily net assets of
the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period 0.36%
Index Pius LargeCap Period 0.27%

Portfolio Management During the Guarantee Period
Asset Allocation. Mary Ann Fernandez, Senior Vice
President, Aeltus, serves as strategist for the Fund and is
responsible for overseeing the overall Fund strategy and
the allocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined Aeltus in 1996 as Vice
President of product development and is currently serving as
a Portfolio Specialist, assisting in the management and
marketing of certain equity strategies managed by Aeltus.
Previously, Ms. Fernandez was employed as Managing

.Director in the Real Estate Investment Group of Aetna Inc.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, Aeltus, co-manages the Equity Component.
Mr. Whelan has been serving as a quantitative equity
anatyst since 1999. Previously, Mr. Whelan served as an
analyst in Aeltus’ fixed income group since 1994.
Douglas E. Coté, Portfolio Manager, Aeltus, co-manages
the Equity Component. Mr. Coté has been serving as a
gquantitative equity analyst since 1996. Previously, Mr. Coté
was responsible for developing quantitative applications
for Aeltus’ equity department.

Fixed Component. Jjohn Murphy is a Portfolio Manager
for the ING Aeltus mortgage separate accounts and the
Fixed Component. In 1986, he joined Aeltus and has
served as a quantitative analyst and assistant portfolio
manager of fixed income investments. He is a Chartered
Financial Analyst.

‘ If you have any guestions. please call 1-800-992-0380
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Securities Act of 1933 File No.: 333-56881
Investment Company Act of 1940 File No.: 811-8817

ING PRINCIPAL PROTECTION FUND
Supplement Dated June 24, 2003
To The Class A, B and C Prospectus
ING Principal Protection Fund VII
Dated April 15,2003

The following amends the Section entitled ."What You Pay to Invest" on page 7 as well

as the information regarding advisory, sub-advisory and administrative fees noted on
page 17.

ING Investments has agreed to modify the Expense Limitation Agreement to waive the
Management Fee, during all or a portion of the Guarantee Period, so that the Fund will have
Net Expenses on an annual basis of 0.95% for Class A shares, and 1.70% for Class B and C
shares. This action was taken because, in the current interest rate environment, the allocation
formula would permit little or no allocation to the Equity Component of the Fund under the
fee schedule outlined on page 7. The portion of the Fund's assets allocated to equity securities
does not affect the Guaranteed Amount but does impact the extent to which the fund offers

the potential to participate in equity markets. The Expense Limitation Agreement may be
modified during the Guarantee Period to reinstate some or all of the fees upon approval of the
Fund’s Board of Trustees.

There is no assurance as to the allocation of Fund assets to the Equity Component. If interest
rates on the types of securities included in the Fixed Component continue to decline or the
market value of the Equity Component declines, the allocation to the Equity Component may
decline from its initial position, or be eliminated altogether, and the Fund would not
participate in any increases or decreases in the equity market after that time. The asset
allocation does not affect the Payment Undertaking of the Fund, nor does it affect the
Guaranteed Amount. However it will determine the allocation of Fund assets invested in the
Equity Component and the ability of the Fund to participate in the equity market. .

The following amends all references to the following dates in the Prospectus: Offering
Period, Quiet Period, Guarantee Period, Guarantee Maturity Date and Index Plus
LargeCap Period:

The Offering Period of the Fund will close on June 24, 2003. Therefore, all other related
dates have been accelerated as outlined below:

Offering Period May 1, 2003 to June 24, 2003
Quiet Period June 25, 2003 to June 29, 2003
Guarantee Penod June 30, 2003 to June 26, 2008
Guarantee Maturity Date June 26, 2008

Index Plus LargeCap Period Begins June 27, 2008

PPF7ABCSUP062403-062403
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Prospectus

September 5, 2003 ING Principal

Protection Fund VIl
Classes A, B.and C

The Offering Period will run from October 1, 2003 throhgh
December 15, 2003. All monies to purchase shares during the
Offering Period must be received no later than December 15, 2003.
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Adviser
ING Investments, LLC

Sub-Adviser

Aeltus Investment Management, inc.

" (QUARANTEE
PeRIOD
OBIJECTIVE

During the Guarantee Period, the Fund seeks to
participate in favorabie equity market conditions while

preserving at least the principal amount of the Fund as of
the inception of the Guarantee Period.

GQUARANTEE
PeErIOD
INVESTMENT
STRATEGY

&

Principal Investment Strategies. The Fund will not
impiement an “investment strategy” in any conventional
.sense. Rather, the Fund's asset allocation strategy seeks to

optimize the exposure of the Fund to the Equity
Component while protecting Fund assets. Assets aliocated
to the Equity Component may be reduced or eliminated in
order to conserve assets at a level equal to or above the
present value of the Payment Undertaking. The Fund
allocates its assets among the following asset classes:

» During the Offering Period, the Fund's assets will be
invested in short-term instruments.

* During the Guarantee Period, the Fund’s assets will be
allocated between the:

» Equity Component, consisting primarily of common
stocks included in the Standard and Poor's 500
Composite Stock Price index (S&P 500), and futures
contracts on the S&P 500; and the

+ Fixed Component, consisting primarily of short- to
intermediate-duration U.S. Government securities.

The Fund’s asset allocation strategy is implemented by
aliocating assets appropriately to the Equity Component
and to the Fixed Component to optimize exposure to the
Equity Component while controlling the risk that payment
under the Payment Undertaking will be required.
Consequently, there can be no assurance as to the
percentage of assets, if any, allocated to the Equity
Component, or to any investment returns generated by
the Fund.

Asset Allocation — the Sub-Adviser uses a proprietary
computer model to determine on a daily basis the
percentage of assets allocated to the Equity Component
and to the Fixed Component. The model evaluates a
number of factors, including the then current market
value of the Fund, the then prevailing level of interest
rates, equity market volatility, the Fund's total annual
expenses, and the Maturity Date. The model determines
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the initial allocation between the Equity Component and
the Fixed Component on the first day of the Guarantee
Period and provides direction for any realiocations on a
daily basis thereafter. Generally, as the value of the Equity
Component rises, more assets are allocated to the Equity
Component; as the value of the Equity Component
declines, more assets are allocated to the Fixed
Component. The amount directed tc the Equity

_ Component is always restricted so that even if it were to

experience a 30% decline in value on a given day and
before being redirected to the Fixed Component, the
remaining assets would still be sufficient to meet the
Payment Undertaking. The aliocation to the Equity
Component or the Fixed Component may be zero under
certain circumstances.

Equity Componerit — the Equity Component will be
managed by the Sub-Adviser to the Fund, subject to
oversight by the Adviser. The Sub-Adviser will employ an
enhanced index strategy. That strategy means that the
Sub-Adviser invests at least B0% of the Equity
Component’s net assets in stocks included in the S&P 500,
although the weightings of the stocks will vary somewhat
from their respective weightings in the S&P 500, as
described below. The S&P 500 is a stock market index
comprised of common stocks of 500 of the largest publicly
traded companies in the U.S. selected by Standard and
Poor's Corporation (5&P).

The Sub-Adviser manages the Equity Component by
overweighting those stocks that it believes will
outperform the S&P 500 and underweighting (or avoiding
altogether) those stocks that it believes will underperform
the 5&P 500. Stocks that the Sub-Adviser believes are likely
to match the performance of the S&P 500 are generaliy
invested in proportion to their representation in the
index. To determine which stocks to weight more or less
heavily, the Sub-Adviser uses internally developed
guantitative computer models to evaluate various criteria,
such as the financial strength of each company and its
potential for strong, sustained earnings growth. it is
expected that at any one time the Equity Component will
hold at ieast 400 stocks and generally will hold between
400 and 450 stocks included in the S&P 500. Although the
Equity Component will not hold all of the stocks in the
S&P 500, the Sub-Adviser expects that there will be a close
correlation between the performance of the Equity
Component and that of the S&P 500 in both rising and
falling markets.

Under normal market conditions, up to 20% of the Equity
Component’s net assets may be invested in futures
contracts for hedging purposes or to maintain liquidity to
meet shareholder redemptions and minimize trading costs.
Futures contracts provide for the future sale by one party
and purchase by another party of a specified amount of a
financial instrument or a specific stock market index for a




- ING PrincipAL PROTECTION FUND VHI

specified price on a designated date. During the
Guarantee Period, the Fund may only invest in futures
contracts on the S&P 500 and futures contracts on U.S.
Treasury securities.

Investment Strategy Under Certain Market Conditions —
In the event that the Equity Component’'s market value is
$5 Million or less, in order to replicate investment in
stocks listed on the S&P 500, the Sub-Adviser may invest
the entire amount of the Equity Component's assets in
S&P 500 futures, in exchange traded funds (ETFs), or in a
combination of S&P 500 futures and ETFs, subject to any
limitation on the Fund’s investments in such securities.
ETFs are passively managed investment companies traded
on a securities exchange whose goal is to track or
replicate a desired index. The Sub-Adviser will not employ
an enhanced index strategy when it invests in S&P 500
futures and ETFs.

Fixed Component — the Sub-Adviser looks to seiect

- investments for the Fixed Component with financial
characteristics that will, at any point in time,-closely
resemble those of a portfolio of zero coupon bonds which
mature within three months of the Guarantee Maturity
Date. The Fixed Component will consist primarily of
securities issued or guaranteed by the U.S. Government
and its agencies or instrumentalities of a short- to
intermediate-duration. Duration refers to the sensitivity of
fixed income securities to interest rate changes. Generally,
fixed .income securities with shorter durations are less
sensitive to changes in interest rates. These securities
include STRIPS (Separate Trading of Registered interest
and Principal of Securities). STRIPS are created by the
Federal Reserve Bank by separating the interest and
principal components of an outstanding U.S. Treasury or
agency bond and seliing them as individual securities. The
Fixed Component may also include corporate bonds rated
AA- or higher by S&P and/or Aa3 or higher by Moody's
Investors Service, Inc., futures on U.S. Treasury securities
and money market instruments.

Turnover., The model may require the Fund to have a
portfolio turnover rate in excess of 200%. Portfolio
turnover refers to the frequency of portfolio transactions
and the percentage of portfolio assets being bought and
sold during the year.

Transition Period. After December 22, 2008 (Guarantee
Maturity Date), the Fund will, in the ordinary course of its
investment activities, sell any fixed-income securities
remaining in its portfolio and purchase stocks inciuded in
the S&P 500 and S&P 500 futures contracts as soon as
reasonably practicable, in order to conform its holdings to
the Fund's index Pius LargeCap Period investment
objective as described tater in the Prospectus.

PriNCIPAL
GUARANTEE
PeriOD
Risks

¢

You could lose money on an investment in the Fund. All
mutual funds have varying degrees of risk, depending on
the securities they invest in. Please read this prospectus
carefully to be sure you understand the principal risks and
strategies associated with the Fund. You should consult
the Statement of Additional Information (SAl) for a
complete list of the risks and strategies.

The principal risks of an investment in the Fund during
the Guarantee Period involve opportunity costs, as well as
the risks of investing in stocks and bonds. Opportunity
Costs involve the likelihood that a significant portion of
Fund assets are allocated to the Fixed Component during
periods of low interest rates and/or of declining equity
market which reduces the Fund's ability to participate
fully in upward equity market movement.

Allocation Risk: If at the inception of, or any time
during, the Guarantee Period interest rates are low, the
Fund’s assets may be largely invested in the Fixed
Component in order to decrease the likelihood that a
payment would be required under the Payment
Undertaking. The effect of low interest rates on the Fund
would likely be more pronounced at the inception of the
Guarantee Period, as the initial allocation of assets would
include more fixed income securities. In addition, if during
the Guarantee Period the equity markets experienced a
major decline, the Fund's assets may become largely
invested in the Fixed Component. In fact, if the value of
the Equity Component were to decline by a significant
amount, a complete reallocation to the Fixed Component
would likely occur. In the event of a realtocation of 100%
of the assets to the Fixed Component, the Fund wouid not
reallocate any assets into the Equity Component prior to
the Maturity Date. Use of the Fixed Component reduces
the Fund's ability to participate as fully in upward equity
market movements, and therefore represents some loss of
opportunity, or opportunity cost, compared-to a portfolio
that is fully invested in equities.

Opportunity Costs. There are substantial opportunity

- costs associated with an investment in the Fund. The Fund

may allocate a substantial portion, and under certain
circumstances all, of the Fund's assets to the Fixed
Component in order to conserve Fund assets to a level
equal to or above the present value of the Payment
Undertaking.

initially, if interest rates are low, the allocation to the
Fixed Component may be over 70% of the Fund assets. If
the market value of the Equity Component rises, the

it you have any questions, please call 1-800-992-0180.
ING Principa! Protection Fund VIl 3




ADVISER
AND SUB-ADVISER

MANAGEMENT OF THE FUND

ING investments, LLC, an Arizona limited liability company
(ING Investments or Adviser), serves as the investment
adviser to the Fund. ING Investments has overall
responsibility for the management of the Fund. ING
investments provides or oversees all investment advisory
and portfolio management services for the Fund, and
assists.in managing and supervising all aspects of the
general day-to-day business activities and operations of
the Fund, including custodial, transfer agency, dividend

disbursing, accounting, auditing, compliance and related
services.

Organized in December 1994, ING investments is
registered as an investment adviser. ING Investments is an
indirect wholly-owned subsidiary of ING Groep N.V. (NYSE:
ING). ING Groep N.V. is a global financial institution active
in the field of insurance, banking, and asset management
in more than 65 countries, with over 110,000 employess.

As of July 31, 2003, ING investments managed over
$34.4 billion in assets.

ING Investments’ principal address is 7337 East Doubletree
Ranch Road, Scottsdale, Arizona 85258.

For its services, ING Investments is entitled to receive an
advisory fee as set forth beiow. The advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund.

Offering Phase and Quiet Period 0.25%
Guarantee Period
— Equity Component 0.80%
— Fixed Component 0.55%
— ETF Strategy 0.55%
Index Plus LargeCap Period 0.60%

ING Investments has engaged Aeltus Investment
Management, inc, a Connecticut corporation (ING Aeltus
or Sub-Adviser), to serve as the investment sub-adviser to
the Fund'’s portfolic. ING Aeltus is responsible for
managing the assets of the Fund in accordance with its

investment obijectives and policies, subject to oversight by
ING Investments.

Founded in 1972, ING Aéltus is registered as an investment
adviser. ING Aeltus is an indirect wholly-owned subsidiary
of ING Groep N.V,, and is an affiliate of ING Investments.
ING Aeltus has acted as adviser or sub-adviser to mutual

funds since 1994 and has managed institutional accounts
since 1972.

As of July 31, 2003, ING Aeltus managed over $41 billion
in assets.

Its principal office is located at 10 State House Square,
Hartford, Connecticut 06103-3602.

For its services, ING Aeltus is entitled to receive a sub-
advisory fee as set forth beiow. The sub-advisory fee is
expressed as an annual rate based on the average daily
net assets of the Fund and is paid by the Adviser.

Offering Phase and Quiet Period 0.1125%
Guarantee Period
— Equity Component . 036 %

— Fixed Component 0.2475%
— ETF Strategy 0.2475%
index Plus LargeCap Period 027 %

Portfolio Management During the Guarantee Period

Asset Allocation. Mary Ann Fernandez, Senior Vice
President, ING Aeltus, serves as strategist for the Fund and
is responsible for overseeing the overall. Fund strategy and
the altocation of Fund assets between the Equity and Fixed
components. Ms. Fernandez joined ING Aeltus in 1996 as
Vice President of product development and is currently
serving as a Portfolio Specialist, assisting in the management

and marketing of certain equity strategies managed by ING
Aetftus.

Equity Component. Hugh T. M. Whelan, Portfolio
Manager, ING Aeltus, co-manages the Equity Component.
Mr, Whelan has been serving as a quantitative equity
analyst since 1999. Previously, Mr. Whelan served as an
analyst in ING Aeltus’ fixed income group since 1994.

Douglas E. Coté, Portfolio Manager, ING Aeltus, co-
manages the Equity Component. Mr. Coté has been
serving as a quantitative equity analyst since 1996.
Previously, Mr. Coté was responsibie for developing
quantitative applications for ING Aeltus’ equity
department.

Fixed Component. The Fixed Component is managed by
a team of fixed-income specialists led by James B.
Kauffmann. Mr. Kauffmann joined ING Groep N.V. in 1996
and has over 17 years of experience. Prior 1o joining ING -
Groep N.V. he spent four years at Alfa Investments Inc.,
where he was senior fixed income portfolio manager.
Additionally, he has worked in the capital markets group
of a major Wall Street dealer and served as an analyst
with a venture capital fund.

Portfolio Management During the Index Plus
LargeCap Period ‘

It is anticipated that Messrs. Whelan and Coté will
manage the Fund during the Index Pius LargeCap Period.

g
\/ If you have any questions, please call 1-800-992-0180.
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